CANCER CAN 
BE CURED 


UT the scourge of cancer can be lifted only if we drive 
home the vital importance of 


Early Discovery and Prompt Treatment 


Early discovery is made possible in many cases by physical ex- 
aminations at regular intervals, and immediate examination 
on the appearance of any of the danger signals of cancer at any 
time. 


Help us pass this message to others. Buy the Cancer Commit- 
tee’s labels and use them on your packages. The money you 
give helps maintain the work. The use of the labels on pack- 
ages shows that you support the movement and brings it to 
the attention of others. 


THE NEW YORK CITY CANCER COMMITTEE 


MAIL THIS COUPON —--—-—-—-—--—--— — — ——  — —— — 


New York City Cancer Commitrer © 165 East 91st Street, New York 

C) For the $1 attached, send me 10 

labels and 1 year’s subscription to 

the Committee’s new publication, 

“The Quarterly Review.” 

If a resident of New York State Name 
outside the City, write to: 


New York Strate CANCER 
Committee, Rochester, New York Address- 


If outside the State, write to: 
AMERICAN Society for the Controu of Cancer, New York 
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Back in 1928 when a roaring bull 
market was in progress John J. 
Raskob, a financier widely credited 
vith knowing a thing or two about 
security prices and values, was 
quoted by an enterprising ship news 
reporter as saying that a common 
stuck generally should be considered 
as worth about 15 times the com- 
pany’s earnings per share. 

How easy things would be for 
usin our work of security analysis 
if the question of what a_ stock 
should sell for could be reduced to 
s simple a formula! Indeed, in that 
case, the investor would have no 
need of us. He would merely have 
to buy stocks priced at less than 
lj times earnings per share and 
sll them when they reached or 
passed that price ratio. 

But let us take a look at a few 
current price-earnings ratios taken 
atrandom. There is Air Reduction 


With Th\e Editors 


priced at about 28 times what we 
estimate it will earn per share this 
year; while the price-earnings ratio 
for Loew’s is only 10.3. It is 39 for 
United States Steel, 8.5 for National 
Distillers; 37 for General Electric, 
only 14 for General Motors; 29 for 
Johns-Manville, 16 for General 
Foods; 20 for American Can, 16 
for Sears, Roebuck. 

Obviously, no common formula is 
present in this wide assortment of 
price-earnings ratios. Nor could one 
be had by basing ratios on earn- 
ings over a long period of years. 
Average earnings of Air Reduction 
over the next ten years, for ex- 
ample, probably will be substan- 
tially larger than over the preceding 
ten years. To the extent that per 
share earnings determine prices— 
along with money rates, trade posi- 
tion, industrial prospect, financial 
strength, reputation of management, 


What Stocks Should Soll For 


prevailing investment and specula- 
tive psychology—it is the consensus 
of market opinion on probable fu- 
ture earnings that figures most 
largely in the equation. 

A high price-earnings ratio almost 
invariably reflects a bullish con- 
sensus as to probable future earn- 
ings, whether because of the pros- 
pect of dynamic long term growth 
as in chemicals and electrical equip- 
ment; because of wide cyclical 
swings in earning power, as in 
United States Steel; or because of 
some new development likely to 
increase earning power. In stocks 
of relatively stable earning power 
and stocks in industries devoid of 
a prospect of further dynamic ex- 
pansion you will usually find mod- 
erate price-earnings ratios. Where 
the ratio appears extremely low, 
look out. It is more likely to be a 
warning than a promise. 





IN THE NEXT ISSUE 


BY JOHN D. C. WELDON 


Which Industries to Buy for 1937 Profits? 
Which Stocks in These Industries Are in the Most Favorable Position? 


—for the Investor —for the Trader 


Note: Readers who wish to keep abreast of the rapid, new developments 
in international diplomacy and world affairs are reminded of the feature 
"As | See It," by Charles Benedict, which offers a continuing interpretation 
of what is going on behind the scenes and what the real significance of the 
latest developments mean. 








NOVEMBER 7, 1936 









paign 
but ir 


Wee word 


A YEAR ago the motor industry tried the experiment of in- 
troducing its new models in the autumn. The result was an 
upswing in sales which made itself felt throughout almost 
all other lines of production. 


Nineteen thirty-seven models are currently making their 
appearance. The introduction will reach its climox with the 
New York show opening November 11. Factories which 
have been retooling and preparing for months are ready to 
go, while the public waits with keen interest to see whether 
last year's record will be duplicated or exceeded. 
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The Trend of Events 


A MANDATE FOR GOOD BUSINESS .. . President 
Roosevelt has received one of the most hearty endorse- 
ments ever accorded a chief executive standing as a 
candidate for re-election. The vast majority of the 
people have acclaimed the New Deal and sought its 
continuance. If the President conceived his first elec- 
tion as a mandate from the country, he stands even 
more justified in that assumption today for not even 
restraint of a Congress materially less sympathetic than 
the last one has been put upon him. He has free rein 
for his ideas and his program. 

What this program will be is as yet obscure. The cam- 
paign was not specific in its indication for the future, 
but industry which entertained many fears of a return 
of the New Deal can take some measure of comfort 
from one aspect of the election. It is that a great part 
of Mr. Roosevelt’s heavy majority arose from the single 
fact that business is better. The great personal popu- 
larity of the candidate, the vast number of people who 
have received material aid at the hands of the govern- 
ment, in the form of relief, farm subsidy, home mortgage 
and so on, were, of course, the source of a great number 
ef votes; but the number of individuals who have 
enjoyed better business, improved pay, larger dividends 
and other evidences of better times, was the principal 
thing which overthrew party lines. In other words, the 
big vote was for better business—not only that which 


has been enjoyed but that which is expected. Mr. 
Roosevelt must know this. He must so interpret his 
“mandate.” No greater urge is upon him than to refrain 
from legislation or reform that will stem recovery. 

The emergency has passed. The time has come for the 
encouragement of calm and natural progress in trade, 
industry and in the halls of Government. 


TRADING BY BROKERS .. . Everyone knows that 
some brokers trade for themselves, but for the first 
time we now know the proportions of such trading. As 
revealed by the S E C, it accounted for about 20 per 
cent of all trading on the New York Stock Exchange 
during the period between March 30 and September 26. 
The figures apparently include trading by specialists, 
floor brokers and members who are neither. 

This information is interesting, but what—if anything 
—should be done about it? Is trading for their own 
account by member brokers against the interest of the 
trading public? If it is not, then nothing should be 
done about it. Most will concede that we must have a 
free and open market for securities. An open market is 
one that is open to all buyers and sellers on as nearly 
equal terms as are possible. We have such a market. 
Against the advantage members have in paying no 
commissions on their own dealings, there is the offset 
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of the heavy cost of membership. A free market 
is one in which supply and demand come to terms on 
a basis devoid of fraud or price manipulation. We have 
such a market, and both the Exchange itself and the 
S E C are ever vigilant to keep it so. 

The regulation that we now have, especially as to 
margins and publicity on transactions by large stock- 
holders, has substantially impaired the liquidity of the 
market and intensified fluctuations of many stocks. We 
saw what could happen to such a market in the swift 
reaction of last April. Elimination or curtailment of 
member trading, obviously, would make it still thinner, 
still more vulnerable to sudden shifts in demand for or 
supply of stocks. In our view, member trading is in the 
interest of an orderly, liquid market; and not against 
the interest of the trading public. Whether a broker 
should both trade for himself and handle commission 
business for customers is something else again. 


RAILROAD SURCHARGES DOOMED ... The emer- 
gency railroad freight surcharges expire on January 1. 
They amount to about $100,000,000 or some 4 per cent 
of total freight revenues. For some carriers whose traffic 
is made up largely of heavy goods the surcharges amount 
to as much as 7 per cent of freight revenues. To offset 
this prospective loss the railroads have filed with the 
Interstate Commerce Commission the most comprehen- 
sive revision of the entire freight rate structure proposed 
in many years. Under this plan some rates would be 
decreased, some increased. The net effect will be addi- 
tional revenue which some estimate at $50,000,000, 
others as high as $100,000,000. 

The present rate structure has grown up in somewhat 
haphazard style and thorough revision has long been 
needed. The rights of shippers as well as of the railroads 
are involved, however, and it is regrettable that so 
complex a problem should have to be dealt with by the 
I. C. C. in the short time remaining before January 1. 
It would be better to extend some part of the emergency 
surcharges in order that the carriers may earn fixed 
charges, while the I. C. C. takes adequate time to con- 
sider the major questions involved in drastic revision 
of the freight rate structure. 


RISING COMMERCIAL LOANS... Commercial loans 
of member banks of the Federal Reserve System have 
been rising substantially in recent months and now 
stand some $700,000,000 above the level of a year ago. 
This is a reflection of increased industrial and trade 
activity. The larger the volume of business, the larger 
the volume of short-term bank credit required to finance 
the flow of goods from producers to ultimate consumers. 

This type of credit expansion does not create indus- 
trial or trade activity any more than a carpenter’s ham- 
mer creates a house. It is merely a necessary tool. The 
raising of new, long-term capital for industrial expan- 
sion is something else again. This also is on the way 
up in promising fashion. Its total in coming months 
will be more significant than bank loans, which in some 








part reflect the short-term borrowings of installment 
finance companies and to this extent constitute indireg 
consumer credit, rather than business credit. 


WAGES ARE GOING UP... During the past month 
more than a dozen corporations of major importance 
granted wage increases to their workers. Innumerable 
smaller companies have taken similar action, without at. 
tendant newspaper publicity. The trend to higher wages 
is firmly established. To the extent that higher wages 
come out of increased corporate earning power and are 
not passed along to the consuming public in higher 
prices for manufactured goods, the rising wage level con. 
tributes greatly to increased purchasing power. 

Increased wages, as a generality, find quicker and more 
prompt reflection in trade than does enlarged investor 
income. A greater portion of the latter goes into say- 
ings and re-investment, which—despite some of ou 
radicals to the contrary—is also in the national interest, 
A wage increase that is merely added to the consumer's 
bill kills more purchasing power than it creates. No pur 
chasing power is created by wage increases which merely 
keep pace with a rising cost of living. 

On the whole, and despite some exceptions, recent 
wage increases bolster purchasing power because wages 
have been rising faster than the cost of living and still 
are. To keep the record straight, real weekly earnings 
of factory workers today are 2 per cent higher than they 
averaged in 1929. Despite the publicity given to scores 
of enlarged dividends each month, the dividend total 
is still far under the 1929 level. 


UNCLE SAM, THE LANDLORD ... The Government 
already is the biggest landlord in the country, as a result 
of foreclosures by the Home Owners Loan Corporation 
and the Farm Credit Administration. During the past 
three months H O L C foreclosures have averaged more 
than 8,000 a month or at a rate of about 100,000 a year 
It would seem a reasonable surmise that with the elec- 
tion out of the way the number of foreclosures wil) 
increase. Thus far the demonstration that Uncle Sam 
can be a hard-boiled lender has apparently failed to 
stimulate collections. 

There are about a million H O L C loans outstanding 
It is clear that a substantial ultimate loss is going to be 
taken. Just how much is beyond possibility of present 
forecast. Yet the H O L C salvage work played a big 
part in turning the real estate deflation, and contributed 
largely to recovery at a point where it was most badly 
needed. This result must be credited on the asset side 
in contemplating such losses as H O L C will meet. 


THE MARKET PROSPECT .. . Our most recent il- 
vestment advice will be found in the discussion of the 
prospective trend of the market on page 72. The counsel 
embodied in the feature should be considered in con- 
nection with all investment suggestions, elsewhere in 
this issue. Wednesday, November 4, 1936. 
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As. 9 Soo GL! 


BY CHARLES BENEDICT 


WHOSE MOVE NEXT? 


S, far Italy is ahead—with Germany hanging on 
to her coattailsk—England receiving setbacks on all 
fronts—with France, Spain and Russia just pawns in 
the game. It is becoming obvious to even the casual 
observer that a battle of conquest is raging among 
the European nations and not a war for the ideology 
of either Fascism or Communism. 

Italy is dominating the European situation today— 
with Germany a satellite revolving about her and 
gambling that the Italian objectives will open a gate- 
way for Nazi ambitions in Middle Europe, in Russia, 
while weakening France—her traditional enemy. The 
subtlety of Mussolini’s diplomacy which enables him to 
out-think and out-maneuver his opponents is making 
him the dominant figure in the European scene. It is 
evident that he has planned carefully, moving along 
lines well thought out in advance. Here is no impulsive 
opportunist, but a diplomat whose adroitness keeps 
him always a step or two ahead of his adversaries. 

In the issue of September 26, I drew a picture of the 
political background in the various European countries 
showing that the war in Spain was in reality a battle- 
ground of Italy and England for control of the Medi- 
terranean. 

In the issue of October 24, I analyzed the Nazi position. 
As a demonstration of Mussolini’s power I drew atten- 
tion to the figurative slap in the face that he gave to 
Germany when he 


Catholic clergy, and reconciliation between the Nazi 
government and the Vatican took place soon thereafter. 
A little later followed the mutual pact with Italy under 
terms arranged by Count Galeazzo Ciano, Italian For- 
eign Minister and Mussolini’s son-in-law. Italy, it be- 
came apparent, would co-operate with Germany when 
it did not conflict with her own best interests—and her 
interest at the moment is to re-establish a Roman 
Empire, as broad and as powerful as its mighty prede- 
cessor of early times. 

Germany takes what she can get. Her poverty is 
great. There will be no meat, no butter, no eggs for the 
German people this winter. Besides, if Mussolini should 
fail, Germany would already have gained a foothold. 

“There is many a slip between the cup and the lip”’— 
thinks the Nazi government. In the meantime they 
have everything to gain and nothing to lose by submit- 
ting to Mussolini’s direction. 

Il Duce, on the other hand, sees his policy as adroitly 
directing the political ambitions of Germany away from 
Middle Europe definitely toward Russia and the African 
colonies. Thus Hitler harasses England with demands 
for the return of her colonies, while Mussolini is tak- 
ing more practical measures on his own account in 
the Mediterranean and in fomenting revolt among 
the Arabs. So far he has won all the moves—leav- 
ing England with a string of diplomatic setbacks. 

In the early stages 
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BY A. T. 


—_ the odds were heavily in favor of President 
Roosevelt, the stock market can not be surprised by 
the fact of his re-election. In the unprecedented size 
of his sweep of popular and electoral votes, however, 
there is an element of surprise. For this reason the 
market may be startled and caught off guard. It is 
a very thin market. A temporary withdrawal of invest- 
ment demand, a little nervous speculative selling and 
some reshuffling of group leadership 
could easily provoke a period of unset- 
tlement, especially since selective ad- 
vance has now run for more than six 
months without more than minor tech- 
nical correction at any time. 

If such reaction develops, we would 
not expect it to last long or to attain 
important scope; and we would regard 
it as presenting a buying opportunity 
in stocks of corporations favored by the 
prospect of substantial additional expan- 
sion in volume and profits during 1937. 

As for the election’s significance in 
relation to the major bull market trend. 
it need only be observed that when Mr. 
Roosevelt came into the White House 
in March, 1933, our common stock index was at a bit 
above 17 and its recent high was above 97. One need 
not argue that he was wholly responsible for this appre- 
ciation. The fact remains that his policies did not pre- 
vent it. Neither will they prevent further progress in 
our economic rehabilitation. 

It is worth noting that European investors and specu- 
lators have long been bullish on Roosevelt and the 
American market. They still are. As pointed out by 
the Federal Reserve Bank of New York, the persistent 
strength in the dollar against foreign currencies during 
the past month reflected European buying of American 
securities, especially buying in London. The perspective 
of London is more detached than ours. Those in Amer- 
ica who at this moment are nursing political disappoint- 
ment will do well to give it weight. 

The year’s notable advance in aggregate business 
activity has flattened out in recent weeks, with minor 
recessions in some directions. Steel operations have 
dropped a trifle. Gains in construction, as compared 
with the figures of a year ago, have narrowed consider- 
ably. Slackening in industrial activity has been re- 
flected in a dip in the adjusted index of electric power 
output. 

It is quite likely that pre-election uncertainty was 
largely responsible for the pause in the upward climb 
of the composite indexes, since it unquestionably resulted 
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What’s Ahead for the Market? 





MILLER 


in deferment of numerous industrial commitments. Un- 
expected delay in the seasonal advance of motor pro- 
duction—due chiefly to the tardiness of the Ford Motor 
Company in getting its new models under way—also 
has been a retarding influence. 

At this writing, however, production in the motor 
industry is rising rapidly, and both Ford’s production 
snags and election uncertainty are past history. To the 
extent that these have been repressive 
factors in industrial production, the way 
is now clear for renewed advance. Yet 
under the most favorable circumstances 
periods of hesitation or minor recession 
in total business activity are inevitable 
from time to time and wholly normal. 
The advance from last February to late 
September was remarkably persistent, 
without more than momentary lull. In 
some lines forward buying probably ran 
a bit ahead of consumption. Moreover, 
during the remaining weeks of the year 
comparison will be with a steeply rising 
business line during the final months of 
1935. On the whole, therefore, it is to 
be doubted that aggregate fourth-quar- 
ter activity will top that of a year ago by as large a 
margin as was the case in the third-quarter. Never- 
theless, the gain probably will exceed 20 per cent and 
will be sufficient in any event to round out a year of 
dynamic recovery in general corporate earning power, 
especially for companies which have but recently passed 
the “pay point” in their operations. 

It is apparent that construction, which remains a 
sore spot of the depression thus far, will not during the 
rest of the year make the percentage gains forecast by 
most observers some time ago. For October heavy 
construction awards were only 21 per cent larger than 
for the same month last year, whereas for the first nine 
months of the year the gain was 71 per cent. The 
decreased rate of gain, however, has been chiefly caused 
by a substantial decline in public works. With the 
election out of the way, awards financed by the Federal 
Government are likely to decline further. 

While this means some withdrawal of artificial sup- 
port from steel and other industries affected by con- 
struction, it is in a longer term sense a favorable thing 
that the emphasis is shifting increasingly to privately- 
financed building. In the current trend of the latter 
there is no cause for disappointment. Although private 
residential building is now running only about 60 per 
cent above the level of a year ago, as compared with 
a gain of 73 per cent for the first nine months of the 
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The scope of Roosevelt's victory is a surprise and may cause 


temporary market unsettlement. We would regard any re- 


action as an opportunity to buy stocks in a position to benefit 


from further expansion of volume and earnings in 1937. 


year, this represents no weakening of the actual revival 
in this field, but merely the fact that statistical com- 
parison now is with a period which saw a relatively 
sharp spurt in such building in 1935. 

Since the stock market looks more than a few weeks 
ahead, it is to be doubted that in the business trend of 
the rest of November and of December it will see cause 
either for alarm or elation. Special and extra dividends 
by many companies—induced by the undistributed 
earnings tax—will favorably affect individual equities, 
but so far as general trend is concerned the market is 
increasingly looking to 1937 probabilities and_possi- 
bilities. 

From the present perspective, we do not see how the 
new year can fail to extend the recovery trend now so 
firmly established. Public purchasing power shows 
cumulative expansion, and any possible tapering off in 
Federal spending over the next six months can not be 
large enough to affect this trend importantly. On the 
supply side, there is no evidence whatever in inventories 
of any general over-production. 

Looking at the great recovery that has already been 
experienced in economic activity and in stock prices, 
it is easy for one to wonder “how much is left.” The 
fact is that business activity has retraced only about 


three-quarters of the ground lost between the 1929 top 
and the depression low. 

While it is true that some stocks have very likely 
experienced the major portion of justified appreciation 
for some time to come, many in industries subject tc 
wide cyclical swings still have far to go and, as in every 
recovery cycle, new leaders are emerging. Many cor- 
porations have attained a level beyond which earnings 
can mount with remarkable speed, especially where 
capitalization and physical set-up impart leverage to 
the common stocks. For example, third-quarter pro- 
duction in the steel industry was less than 3 per cent 
larger than in the second quarter, but aggregate profits 
of thirteen leading companies for the third quarter were 
15.2 per cent larger. 

As measured by our index of 295 stocks, the market is 
now about 42 per cent higher than it was a year ago 
A compilation of reports for the first nine months of 245 
leading corporations shows a gain of 63 per cent in 
earnings. In ratio to current earnings, the majority of 
stocks are cheaper now than they were a year ago. With 
aggregate business earnings continuing to point upward. 
any interruption in the general rise of equity values 
will be temporary. It remains a major bull market and 
the top is still beyond the horizon. 
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; immediate question presented by the overwhelm- 
ing victory of President Roosevelt is: To what extent 
will he interpret the vote as a mandate for further 


experimentation, for further crusading reform, for 
further centralization of power in the Federal Govern- 
ment, for further expansion of his own executive author- 
ity? Whether we are to adventure further along the 
road of national economic planning and Federal regula- 
tion of the economic order depends largely upon Mr. 
Roosevelt’s personal interpretation of the meaning of 
his record-breaking plurality of popular and electoral 
votes. It likewise depends upon whether a Congress 
still overwhelmingly Democratic in membership sees 
eye-to-eye with the President in interpreting the popu- 
lar mandate. 

The President himself remains as much of an enigma 
as ever. In his campaign he contented himself largely 
with generalities which left both friends and foes pretty 
much in the dark as to his specific future purposes and 
methods. 

In effect, he stood upon the record made since March, 
1933, asked for and received a blanket personal endorse- 
ment and bound himself to few specific commitments 
that he cannot alter as circumstances may dictate. 
Whatever he does, there can be no such charge of broken 
promises as was made by opponents during his first 
Administration. 

Despite insistent Republican challenge, as well as ap- 
peal from not a few Democratic supporters, during his 
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What the 
New Deal's 
Continuance 
Means to 


Business 


BY THOMAS L. GODEY 


campaign he studiously avoided letting the country 
know whether he has either intention or desire to seek 
a revival of N RA or some similar industrial regulatory 
device. 

He claimed full credit for the great business recovery 
that we have experienced since his inauguration, but ac- 
knowledged no mistakes and avoided any hint as to 
whether he feels the time has come to declare the emer- 
gency ended and to abandon swollen Federal activities 
that were brought into being only by the emergency and 
that were originally intended by Congress to be tem- 
porary. 

He “stood pat” on the Social Security Act, the much 
criticized WPA relief system, the undistributed earn- 
ings tax, the heavy spending program. 

Obviously we risk the possibility of error in attempt- 
ing to reason how Mr. Roosevelt will interpret his man- 
date. We can only present our own interpretation of 
that mandate, as indicated by personal contact with 
many voters in all walks of life and as checked against 4 
variety of interpretations by the press of the nation. 

The millions who voted for Roosevelt were actuated 
by many different reasons and combinations of reasons. 
Some voted for him because of his labor policies; some 
because of gratitude for cash benefits from W P A, from 
the farm program, from the Rural Resettlement Ad- 
ministration; some because their homes or farms had 
been saved by the H O L C or the Farm Credit Ad- 
ministration; some because their local political machines 
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told them to do so; some because they believed his re- 
election would further the cause of political and social 
collectivism; some because of personal admiration of 
and trust in Mr. Roosevelt; some because they felt that 
the lot of the “common man” would be improved and 
made more secure under a continued New Deal; some 
because they felt generally that “times are better” and 
credited Mr. Roosevelt for that fact. 

Of all these reasons, we are convinced that “better 
times” was by far the most potent. We have heard nu- 
merous small business men—by no means radical—say, 
“My business is better.” We have heard numerous 
small investors—by no means radical—say, “I am again 
getting dividends on my stocks.” We have heard many 
workers-—by no means radical—say, “I again have a 
job and prospects of more pay.” 

If this view is correct, the mandate, so far as millions 
of Mr. Roosevelt’s supporters are concerned, is not a 
mandate for reckless experimentation, for revival of the 
NRA, for collectivism or regimentation. It is not an 
endorsement of everything that the New Deal has done 
but a stamp of approval for the results on balance. It 
is an expression of faith in Roosevelt—but faith, after 
nearly four years of trial, must rest upon something 
tangible, and the tangible thing upon which it rests is 
the fact of “better times.” 

Therefore, we believe that the President’s general 
endeavor will be to preserve and expand the economic 
gains that have been made, that his policies will be 
shaped accordingly; and that the same general objective 
will dominate Congress. One-third of the Senate and 
the entire membership of the House of Representatives 
will face another election just two years hence. These 
men know, not only from the 1936 election but from all 
past elections, that their most potent argument is “bet- 
ter times.” It is to be doubted that they would “go 
along” with the Administration in radical or uncertain 
legislative innovations likely to affect business activity 
adversely. 

Moreover, it must be remembered that N R A and 
A A A and various other unworkable experiments were 
born under stress of economic emer- 
gency and in an atmosphere of desper- 
ate haste. The entire setting is now 
different. Even though the President 
will retain dominant support in Con- 
gress, the temper of the times does not 
call for another rush of hasty “must” 
legislation. It calls, instead, for more 
orderly procedure, for more extended 
consideration of important measures, 
for improved administration of present 
Federal activities. 

This job of shaking down, improv- 
ing and stabilizing the New Deal neces- 
sarily will be carried out concurrently 
by the President, by Congress and by 
the Supreme Court, which has yet to 





ous important New Deal laws. 
Whatever the President’s personal 
philosophy may or may not be, it ap- 
pears a safe bet that there will be no 
resurrection of the defunct N R A or 


Keystone View Co. 


any similar scheme of business regimentation—for it 
has been demonstrated for all to see that sustained 
recovery in production, employment and payrolls got 
under way only after N R A was discarded. 

As regards taxation, the chances are that it will be 
the inclination of the President—and certainly that of 
Congress—to “stand pat” except for some safeguarding 
modifications of the undistributed earnings tax and 
some probable revision of the tax on capital gains as 
reported to be favored by the Treasury. 

The President, with the full support of Secretary of 
State Hull, will inevitably insist upon extension of the 
Reciprocal Trade law and there is no more reason to 
suppose Congress will oppose it. 

Currency management, as represented by extension of 
the President’s power to devalue the dollar within 
limits already set and continuation of the secretly 
operated stabilization fund, appears to have pub- 
lic support—and there is a strong argument for it as long 
as the rest of the world, and especially Great Britain. 
remains committed to monetary management. Against 
the increasing threat of another European war, the 
future gold value of the pound sterling will remain 
problematical and as long as it does there can be no 
wisdom in a rigid, convertible gold dollar. 

In the fiscal policy there will no doubt be some ges- 
tures of retrenchment and consolidation in govern- 
mental activities, but without substantial reduction in 
government payrolls on balance. 

To a major extent, balancing the budget will be ac- 
complished by increased revenues, plus some automatic 
decline in the relief load if—as is probable—business 
improvement continues. Bearing directly upon the 
deficit. it would not be surprising if the President should 
rather promptly undertake a drastic revision of the re- 
lief program. The WPA is the third brand of relief 
that we have had under Roosevelt and need not be 
assumed to be the last word. 

It is conceded tacitly, even within the Administration. 
that some further tinkering with the Social Security law 
is desirable if it is to be (Please turn to page 126) 
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Our Inereasing Foreign Trade 


Further Export Gains in Early Prospect, But Unless Abuse 


of Reciprocal Principle Is Halted, Agriculture and Other 


Home Industries Will Be Crippled by Flood of Imports 


BY THEODORE M. KNAPPEN 


W. have advanced far in the last three years in the 
direction of an internationally based foreign trade policy. 
President Roosevelt’s sweeping victory at the polls 
the other day is almost a guarantee that we are to pro- 
ceed further and with increasing momentum in that 
direction. Had the Republicans prevailed, the tendency 
might well have been retarded and perhaps eventually 
stopped. But this is no longer a possibility, or rather 
it is a possibility that can now be forgotten for four 
years. 

The Roosevelt Administration, while pursuing inter- 
nal policies that have checked production and thus 
hindered exports, has insisted on emphasizing commer- 
cial nationalism and yet, paradoxically, has become the 
leading influence in the world for the breaking down of 
international trade barriers and the extension of some- 
thing like free trade. 

Secretary of State Hull, kindly man and a fair minded, 
patient, humanitarian statesman, has been throughout 
his life a free trader in principle. From the beginning 
of his duties in the present Government he approached 
the problem of the depression as being one primarily 
originating in the disturbance and collapse of foreign 
trade. His whole thought has been to save America and 
the world by restoring the free flow of commodities be- 
tween nations. He has looked upon the rising barriers 
of nationalism throughout the world as an incident of 
trade difficulties and not, as some now consider them, 
the indications of a new age of world trade, in which 
selfish nationalism will always be at the front. 

While the Reciprocal Trade Agreement Act, which has 
been the key-note in American foreign commercial pol- 
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icy since 1934, says nothing about political objectives, 
the fact is that from the start Mr. Hull has thought 
more of the possibilities of the act as a composer of 
international difficulties and a promoter of lasting peace, 
than as a means of promoting American exports, which 
was the declared object of the act. Indeed, a perusal 
of the 14 agreements already negotiated indicates that 
their purpose is fully as much to stimulate imports as 
to expand exports. In the case of the agreement with 
Cuba, the primary purpose was to help compose the 
internal difficulties of that agitated island republic. In 


_the case of Canada there is no doubt that the main 


purpose was the promotion of friendly and _ political 
relations with our esteemed northern neighbor. And in 
all the other agreements the dominating note was that 
of international conciliation—lavish gifts of our markets, 
suppression of national greed. 

The consequence of these objectives is that the Hull 
agreements have not been reciprocal in the true sense 
of the word when applied in trade. A reciprocal inter- 
national trade is an exchange of non-competitive prod- 
ucts, whereas the new agreements are often between the 
United States and nations with which it competes. The 
treaty with Canada, for instance, is a treaty with a 
nation which, like ourselves, is both a producer of agri- 
cultural and raw industrial materials and is also a great 
manufacturing nation. In a time of great domestic de- 
pression, especially of agriculture, this treaty admits 
large quantities of competitive agricultural products, 
and also of competitive industrial commodities— (two 
nations with vast surpluses of lumber agree to exchange 
them!). In accordance with Mr. Hull’s philosophy of 
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eliminating irritating rivalries from international trade 
and thereby using it as a means of promoting friendly 
sentiments and peaceful relations, emphasis has been 
placed on the most-favored nation clause in each agree- 
ment, whereby nations not party to the agreements 
participate in all of their benefits unless they discrimi- 
nate against the United States—and so far only one 
nation in the world has been found and adjudged, to 
discriminate against us and that one is Germany. Con- 
sequently, so far as they may have products for export 
that come within the lists of goods mentioned in the 
treaties, all the world except Germany has had our 
tariff gates open to it. But only with 14 nations have 
agreements been concluded which even pretend to pro- 
cure direct benefits for the United States. So far has 
the spirit of benevolence prevailed in these agreements 
that in the case of nations with which we have natural 
reciprocal trade relations, such as with Brazil, from 
which we buy most of our coffee, a non-competitive 
commodity, we have even tied our hands for the future 
by introducing the new idea of binding ourselves to 
maintain a foreign nation’s existing advantage. For in- 
stance, we told Brazil and Colombia that we would 
maintain coffee on our free list. That leaves us no trad- 
ing stock in hand with such nations. We had little to 
give them because they already had it all and we have 
nothing to use punitively in the future because we have 
forfeited our advantages. With more than 60 per cent 
of our imports on the free list we blithely proceed to 
chain them there; in a ruthless world we sheathed our 
weapons and threw away our armor. This is more than 
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Our merchandise import and export trade ranks in dollar value 
above that of building construction and automobile output and 
is only slightly below the value of ali farm products. 
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Agricultural imports Under 
the New Deal 


1932 1935 
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reciprocity. It is benevolence, philanthropy and free 
gift. If this plan of practically giving away your cards 
to your commercial opponents has ever been tried be- 
fore on any large scale, especially if generalized to the 
whole grinning world, the writer does not recall it. 

Such policies are the more to be regulated since fair 
and reasonable foreign trade is essential to our economy. 
We need to sell surpluses which are incidental to the 
assurance of domestic abundance. And our shortages 
should implement the placement of the surpluses. True 
reciprocity we need and must have, but not the type of 
reciprocity in which solid wealth is exchanged for cheap 
sentiment. When the trade agreements law was being 
drafted it was actually proposed to pick out all of the 
American manufacturing industries which were not sup- 
plying more than 10 per cent of the domestic market 
and slaughter them in the contemplated barters to come, 
to make a Roman holiday for a supposedly grateful 
foreign world. The agreements as actually negotiated 
seem frequently to recur to that idea. They also give 
free play to the idea that our great and powerful indus- 
tries can well be sacrificed to the welfare of equally 
great, but perhaps not so powerful, foreign industries. 
In the agreement with Belgium, for instance, we cut 
our already relatively low iron and steel duties to the 
bone for the benefit of the highly efficient metallurgical 
industries of Belgium and, for that matter, of the whole 
“generalized-benefit” world. But Congress thought it 
was passing an act of true reciprocity. 

As the combined result of the vast and rapid growth 
of the home market and the decline of the foreign mar- 
ket for certain products, particularly agricultural, our 
economy stands in need of foreign outlets. There is 
nothing we require to import which we need to cultivate 
by diplomacy. What we need to buy automatically 
pours into our marts. 

What we need to sell now has to be vigorously forced 
abroad. Obviously, the primary scheme of a foreign 
trade policy should be the encouragement of outlets for 
superfluous goods in those markets wherein we must 
buy, to make our necessary sales pay for our necessary 
purchases. 

There is no convincing evidence that the “liberal” 
international trade policies of the last three years have 
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greatly extended our foreign 
trade. The new trade agree- 
ments have come into effect co- 
incidently with a general spon- 
taneous world trade revival. 
Our trade has increased in line 
with the world increase and it is 
a common thing for those who 
would convince us of great trade 
expansion, to ignore the reduc- 
tion in the dollar yardstick in 
measuring values. 

The recent epistolary debate 
between Secretary of Commerce 
Roper and Francis Garvan of 
the American Chemical Foun- 
dation, seems to have proved 
convincingly that it is at least 
a question as to whether there 
has been any substantial in- 
crease in the volume of Ameri- 
can exports within the last three 
years. Certainly there has been 
no such expansion of the much 
touted foreign trade comparable 
to the growth of domestic re- 
covery since 1932. And the statistics reveal the dis- 
concerting fact that in the midst of a great depression 
of agriculture the volume of imports of agricultural 
products, largely of those we produce at home, has 
greatly expanded. 

If there was any part of American economy that re- 
quired prompt correction it was agriculture. There is 
little indication that the reciprocal agreements have 
benefited our farmers. In 1935 the United States of 
America, the greatest corn producing nation in the 
world, imported 43 million bushels of that cereal. It 
even imported 27 million bushels of wheat; 60 million 
bushels of cottonseed; 4 million pounds of fresh pork; 
5 million pounds of cured pork; 8 million pounds of fresh 
beef; 76 million pounds of canned meat, and so on. It is 
true that some concessions have been secured for Ameri- 
can agricultural products and also for manufactured 
products, but after all, the exports of such goods went 
to pay for foodstuffs, for the production of which we 
had abundant resources and aptitudes. To be sure, it 
was not Mr. Hull’s fault that the New Deal was “trying 
to hold down the nation’s supply of wheat and other 
products” while it was proceeding to make concessions 
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Leading Items in American Imports 


(in thousands of dollars) 


1936 

1926-30 1935 (7 Mos.) 
er 132,811 68,715 46,488 
Automobiles and trucks.............. 444,825 281,465 214,391 
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Vegetables and Food Products..... 778,693 566,441 367,578 
SS ae ne 33,356 19,178 14,775 
Rebberend Nans................i... 302,945 122,307 84,435 











to foreign agricultural products, but it would hardly be 
just to give much credit to the Administration for reci- 
procity treaties, however wise, which were offset by di- 
vergent, if not opposite, policies in other directions. 

Unless there is a sharp reversal of policy, our trade 
agreements have hardly scratched the surface of world 
trade. Save in the case of France—the agreement with 
which is really pitiful in its additions to our foreign 
trade—no great nation has yet been included. England 
and Germany, heretofore the principal buyers of our 
agricultural exports, are not yet on the list and no part 
of the British Empire has been bound to us except 
Canada. It is true that it is believed in Washington 
that an agreement has been substantially reached cov- 
ering Britain and the Dominions. But its publication, 
should it ever be approved, is awaited with fear and 
trembling in many of our great industries. 

In considering the feverish pursuit of foreign trade 
it should always be remembered that the United States 
supports within its own boundaries one-half of the entire 
trade of the world. There is no chance of finding any- 
where without our boundaries a trade that is even a 
tenuous shadow of this mighty commerce. Another 
thing worth keeping in mind is that (as the trade agree- 
ments do) to endeavor to win foreign trade that we 
do not need is also to take it away from nations that 
sorely need it. So long as we have possibilities of great 
expansion of trade at home merely by balancing our 
internal economy we ought to hesitate to introduce new 
sources of disequilibrium into international trade. 

The leadership the United States is taking in mone- 
tary stabilization concurrently with the devaluation of 
the Gold Block currencies is likely to draw us, whether 
we will or no, still deeper into the quicksands of inter- 
national tariff dickers. Already devaluations are being 
followed by compensating reductions of tariffs, render- 
ing futile much that we have gained by long and tedious 
negotiations and possibly giving the world a new im- 
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petus toward free trade and one away from the tendency 
toward nationalism. Monetary stabilization in the 
nature of things will benefit the great trading nations 
which live by foreign trade far more than it will the 
United States. They are creditor nations and geared 
to accept payments in kind. With them international 
trade is essentially barter of a necessitous nature. With 
us it is a dainty luxury. We cannot expect, even under 
the most rampant prosperity, a return to such lively 
foreign trade as we had in the 20’s. Much water has 
flowed under the bridge since then. Almost every nation 
in the world has advanced in industrialization and vast 
new areas have been opened for the production of the 
crops on which our foreign trade has been founded in 
the past. We should have some temporary gain in cot- 
ton and some expansion of our automotive industries 
and, as the world completes its industrialization, some 
further growth, for a time, in our exports of machinery. 

Included in them will be our world popular pork prod- 
ucts and manufactured foodstuffs. As the world has 
more to spend on the good life, it will again buy more 
of our crude foodstuffs. Our processed fruits and cereals 
will enjoy new patronage. Finished and semi-finished 
manufactures will continue the gain they have shown 
during the past year, and petroleum and its products 
should go forward. Turning from prospects to actualli- 
ties, it is worth while to note that on the index basis 
of 1923-25 the adjusted August index for total exports 
was 51 (imports 62), according to valuation. But ac- 
cording to quantities the index was 40. For no month 
during the year ended with last August has the latter 
index (which is on the 1910-14 basis) exceeded 68, and 
it has been as low as 33, which was in July of this year. 
It is difficult to pick out particular producers who may 
profit from the waxing international trade which may 
be looked forward to. But in general, corporations which 
are already well advanced in foreign trade and organi- 
ation, especially those having strategically placed for- 
eign branches, may expect to benefit. Such automobile 
concerns as Ford, General Motors, Chrysler and Stude- 
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Leading Items in American Exports 


(in thousands of dollars) 


1936 

1926-30 1935 (1 Mos.) 
Chemicals........... se: 134,914 103,135 68,266 
Automobiles and trucks. . . 444,825 255,514 171,318 
Industrial Machinery. ..... 216,042 121,867 92,425 
Iron and Steel (semi-manufacturers) 90,192 60,322 46,473 
Petroleum and Products. .. 524,364 249,103 146,C61 
Wood and Paper....... 186,694 92,285 60,486 
Cotton (unmanu.)....... 165,674 390,899 164,870 
WMT scence as 163,311 143,025 54,495 
Vegetables and Food Products 520,437 155,263 74.182 
Meat Products 77,988 28,323 15,223 





baker have reason to be encouraged. The great electric 
companies, such as General Electric and Westinghouse. 
should benefit. The household equipment industries— 
plumbing, air conditioning, heating, radiation, etce.— 
are in line for benefits. The chances are that the steel 
industries will have little to gain. The foreign market 
will be vigorously fought for by France, Germany. 
England, Belgium and other steel producing nations. 
Exports of lumber and other forest products are likely 
to increase, and the many American specialties in hard- 
ware, ferro-alloys and aluminum, as well as copper and 
brass, ought to do well. American mining machinery 
has already benefited much from improved foreign trade 
and the recent additions to the gold devaluing nations 
will stimulate the exportation of mining machinery of 
all types. The standard American office appliances— 
typewriters, accounting and calculating machines, du- 
plicating devices, cash registers, and also printing and 
book binding machinery will profit. Along with the 
increasing area of agricultural competition with our 
products of the soil will go an energetic expansion of 
exports of agricultural machinery 
It may be predicted with considerable assurance that 
a marked revival of international trade will be char- 
acterized, so far as our part of it is concerned, by a 
drift toward a prevalence of a 
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so-called adverse balance of 
trade. As the world becomes 
prosperous again, it will seek to 
pay its debts to us; and pay- 
ment will be mainly in the form 
of commodities. Individual trad- 
ers will do far more to drive 
foreign goods into our ware- 
houses than the planned and 
studied agreements of our tariff 
negotiations. Already the trend is 
manifest in the excess of imports 
during recent months. The pros- 
pect is that as exports gain, im- 
ports will more than keep pace. 
Between the reckless lending 
of our private financiers in the 
wild 20’s and the studied plan- 
ning of the New Deal pro- 
fessors, we are going to get, for 
1936 a time at least, a lot of trade— 
but of the sort that we once 
































looked on with disfavor. 
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poning. in Washington 


BY &. &. T. 


the election results as showing 
these things: Faith in Roosevelt the man, belief in 
liberalism, new ideas of government, social reform, and 
strength of a political machine which is based on relief 
jobs and benefits, satisfaction over the degree of 
business recovery that has taken place. It views the 
enormous popular mandate with its strong Congres- 
sional support as giving Roosevelt a free hand for the 
next four years. Few pledges bind him. The future 
lies in his own hands. 


Washington views 


immediate trend of the New Deal is as yet unpre- 
dictable. There may be a further swing to the left, 
but even this will not prevent more conservatism in 
government finance. Look for various moves toward 
economy, toward greater efficiency in government and 
a general effort to consolidate gains in order to make 
progressive steps permanent and workable. There will 
be much revising of what has been done and rebuilding 
will be the order of the day for many months to come. 


Congress will undoubtedly follow the Administra- 
tion’s wishes at least for the next year. However, the 
Supreme Court and demonstrated conservative senti- 





WASHINGTON SEES 


Congress Sympathetic to Roosevelt Demands 
Supreme Court an Obstacle to Radicalism 
Further Strong Recovery in Business 


Ultimate Extensive Revision of Tax 
Structure 


Not Much in the Way of Government 
Economy 


Growing Labor Shortage and Decline in 
Relief Rolls. 


Continued Management of the Dollar 


Liquidations of Some Emergency Agencies 









ment loom as more forbidding obstacles to the New 
Deal in the second term than in the first. 


Little change in business conditions is expected im- 
mediately as result of election outcome. Government 
activities will not change much in next month or so, and 
estimate of long-term policies affecting business cannot 
be made until after Cabinet realignment and filling of 
many vacancies in high posts, and particularly not until 
complexion of next Congress is analyzed. 


New budget recommendations, already being put in 
skeleton form by non-political Budget Bureau experts, 
will be virtually completed by mid-December but can- 
not be submitted to Congress as early as in previous 
years because of changed inauguration date. A virtue 
of this is inclusion of later estimates of both revenues 
and ordinary expenditures. Formerly appropriations 
committees began consideration of confidential budget 
estimates before Congress convened. 


Tax revision studies have been proceeding slowly by 
Congress’ permanent staff of experts and Treasury men, 
but will speed up now. Thorough-going tax revision is 
pretty certain, but nothing more than a temporary 
makeshift, if that, may be expected before next Federal 
income tax returns are due, March 15. 


Relationship of government and business will remain 
an ever-changing problem, with legislation unpredict- 
able but involving discussion of: 

Anti-trust law revision to prevent excessive growth of 
big business as compared with little business, control 
trends not reached by “conspiracy to restrain trade” 
language of present law. 


Industry co-operation to suppress uneconomic trade | 


practices, under guidance of Federal Trade Commission. 
Merchandising problems, including weakening o 
strengthening Robinson-Patman act and other proposals 
in line, such as curbing retailing by manufacturers. 
Clarification of government power policy. 
Special industry treatment. Guffey soft coal control 
bill will be up again. 


Future of the dollar is not as stable as indicated by 
first impressions of French-English-U.S. gentlemen's 
agreement. Currencies do not rest on old gold basis but 
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on manipulation of stablization funds. This 
means that political considerations may be 
more important than economic conditions 
in determining exchange points. Internal 
and national requirements may govern the 
yse of U.S. and British exchange funds. In 
U. S. for example, the price paid for gold 
(abroad) can be used as a lever on domestic 
commodity prices. 

It is significant that international gold 
shipments are between governments rather 
than central banks. For the present trans- 
actions are kept secret, though there is 
growing pressure for Treasury to publish 
details periodically. 

Little chance that U. S. will soon, if ever, 
return to old domestic gold standard with 
full convertibility of paper into metal. Most 
of the world is now on a managed currency 
standard, of a sort—managed in that the 
major governments have the right and 
the ability to influence fluctuations of ex- 
change and to devalue their own currencies 
still further if domestic conditions should so dictate. 


Sendreuw 


Decline in relief rolls appears certain, regardless of 
pressure or pruning from Washington. Shortage of 
skilled labor has become acute in several lines, regard- 
less of loose talk to the contrary, and is now reaching 
down to semi-skilled on relief rolls. C C C enrollments 
are falling off and the Corps may be allowed to dwindle 
as per original plans of last spring. Preponderance of 
common labor left on relief rolls may cause drastic 
change in nature of work projects. 


Continuation of R F C as a lending agency will be one 
of first questions before Congress. This creation of 
Hoover administration has been expanded and extended 
from year to year by the New Deal. It wil! continue 
as a liquidating agency for some years but authority 
for further lending expires January 30 unless extended 
by Congress. 


Freight rate structure revision in a comprehensive 
manner is proposed by the railroads as alternative to 
continuation of emergency surcharges which expire 
December 31. I. C. C. should rule by mid-November on 
carriers’ request to permit filing extensive new tariffs, 
which will then be subject to suspension on objection 
from shippers. Plan is eventually to simplify entire rate 
structure, now unduly complicated, making rates more 
uniform and better related to each other, with income 
to roads less than if emergency surcharges were con- 
tinued but more than present rates without surcharges. 


Foreclosures on government-mortgaged homes and 
farms are expected to increase in rate during winter. 
Collection policies have been pretty lenient to date but 
mproved business conditions gives excuse for hard- 
boiled attitude. This may be reflected in kick-back 
throughout country and in Congress. 


Social security registration will get under way within 
fortnight, barring further hitch in long-delayed plans. 
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Through post offices and letter carriers all employees 
except such exempted classes as domestic, farm, and 
charity organization workers, will receive blanks from 
which Social Security Board will make permanent rec- 
ord of all earnings from January 1, 1937, to time each 
reaches age of 65, when old-age annuities become due. 
Employers will be asked to aid in task of registering 
some 26,000,000 workers. 

Payroll taxes, both on employees and employers, start 
January 1—one per cent on each—for Federal old age 
annuities. In addition 1936 payroll tax on employers of 
eight or more for unemployment insurance account 
comes due in January. Many observers worry as to 
effect on business activity of these new and increasingly 
heavy taxes. Amendments to social security law will 
be before Congress but no immediate alteration in the 
tax schedule is anticipated. But many lawsuits to stop 
collection of social security taxes are expected as soon 
as taxes come due. 


Liquidation of emergency agencies of government is 
now a pressing issue. Something will be done irrespec- 
tive of general departmental reorganization. Washing- 
ton is full of rumors of changes, such as creation of new 
department of public welfare, department of fiscal ad- 
ministration to include miscellaneous lending activities 
outside Treasury, department of administration to in- 
clude purchasing offices, budget bureau, civil service 
commission, etc. 


Federal Housing Administration is in for difficulties. 
Mortgage bankers and building and loan associations 
want to curb or end it as having outlived its function 
of reviving home building, although it was designed as 
a permanent agency. Builders and commercial banks 
are generally for it. F H A’s guarantee of short-term 
building repair loans by banks will end April 1, and 
probably will not be renewed, but several amendments 
are desired to mutual mortgage insurance program, and 
this may set off fireworks in Congress. Regardless of 
what is done, revival in building will continue. 
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Rising Industries 


BY GEORGE W. MATHIS 


; history of the United States 
abounds with the exploits of intrepid 
explorers and hardy pioneers whose will- 
ingness to sacrifice their lives and for- 
tunes to wrest new territory and natural 
resurces from an unmapped wilderness 
contributed mightily to our national 
economy. This same pioneering spirit is 
still thriving today and is a vital element 
in our well being, the only difference 
being that it has become a prime indus- 
trial and commercial function, rather 
than an individual adventure. Pioneer- 
ing, as we know it today, is done in the 
research laboratory and on the industrial 
proving ground. 

No industry or business is so secure 
that it can afford to dispense with ex- 
periment and research. A company 
which neglects them is highly vulner- 
able. Research supplies the vitamins, 
giving industrial strength and endurance; it is industry’s 
first line of defense against competition; it creates new 
products and opens new markets. Many of the prod- 
ucts, equipment and appliances which are regarded as 
indispensable today were unknown, or of slight com- 
mercial value, ten or fifteen years ago. It is a safe as- 
sumption that this statement will be equally true ten 
years hence, and it will be those companies which are 
keeping the pioneering spirit alive today which will reap 
the harvest of their efforts. 

Doubtless every investor has at some time been 
tempted into putting money into a new industry—and 
more often than not this was the last he ever saw of it. 
The fault lies not with the basic idea but with the choice 
of mediums. Pioneering may in time pay handsome 
dividends, but the constant urge to “get in on the 
ground floor” may easily lead the investor to put his 
faith in companies hastily organized and inadequately 


Triangle Phote 





Iindustry—Welding and Burning by Electricity 


financed, or which may have no other purpose in view 
than mulcting unsuspecting investors. It is only neces- 
sary to recall the innumerable corporate fatalities, which 
accompanied the development of the automobile, radio, 
aviation and liquor industries before corporate leader- 
ship emerged. 

Fortunately, the investor has ample opportunity to 
share the potential profit to be derived from the suc- 
cessful development of new products and processes with- 
out the risk of going far afield, or placing his funds 
new and untried companies. To list completely those 
companies which are today identified with the active 
exploration of new fields in rising industries would 
be equivalent practically to a roster of our major in- 
dustrial units. Only a limited number of typical exam- 
ples may be cited here. 

The chemical industry and industrial pioneering are 
synonymous and the slogan of DuPont might well apply 
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to all of the leading chemical units—“Better Things for 
Better Living—Through Chemistry.” Scores of new 
products and chemicals have been perfected in the 
duPont laboratories, of which perhaps the best known 
is Cellophane. More recently, however, the company 
has developed Duprene, a synthetic rubber and also 
synthetic camphor. Monsanto Chemical has organized 
a subsidiary for the sole purpose of developing pe- 
troleum chemicals, a field of vast potentialities; last 
year Union Carbide made 461 patent applications in the 
United States and foreign countries and in the same 
period was issued 382 patents; and other similar in- 
tances may be cited throughout the chemical industry. 

In other industries also research has assumed the pro- 
portions of a major activity. It contributed to the 
development of steel plumbing ware by Briggs Mfg., 
the use of glass was broadened to include such products 
as glass building blocks, safety glass and glass fabric by 
Owens-Illinois Glass. Douglas Aircraft has been an 
outstanding pioneer in developing the speed, comfort 
and safety of modern transport aircraft, and has re- 
cently perfected a sleeper plane; Budd Mfg. has been a 
prominent factor in the development of articulated 
streamlined passenger trains; and Sperry Corp. has been 
credited with many valuable contributions in the form 
of precision instruments and controlling devices for air- 
craft, ships and military and naval ordnance. Reynolds 
Spring has developed a wide variety of plastics; Crown 
Cork has perfected an aluminum lined can and also a 
“valve” can and International Nickel has greatly in- 
creased the use of nickel by the successful development 





Courtesy of The Catalin Corp. 


Chemistry—Plastics Emerge from the Laboratory 
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of many new products. “Frozen Foods,” a product of 
General Foods, preserves the freshness and flavor of 
meats, fish and vegetables. And to these representative 
examples, of course, must be added the extensive array 
of new products which have issued from the research 
laboratories of the major electrical equipment compan- 
ies. Air conditioning is fast becoming standard equip- 
ment in homes and factories and television may soon be 
a commercial success. In fact, the evidence of pioneer- 
ing activity is almost unlimited but the foregoing is 
sufficient to indicate the importance of an unrelenting 
research in the life of an industry, the success of a 
company and the ultimate returns to stockholders. In 
order that the investment potentialities of successful 
pioneering particularly in the more favorably situated 
industries, may be more fully substantiated, several 
companies identified with promising new fields have 
been selected for further detailed discussion. 


Dow Profits from Sea Water 


As one of the leading manufacturers of chemicals, the 
Dow Chemical Co.’s claim to pioneering distinction may 
be taken for granted. However, one of the more recent 
phases of the company’s activities is not only fascinating 
but replete with vast potentialities. An affiliated com- 
pany, Ethyl-Dow Chemical Co., control of which is 
shared by Dow with the Ethyl Gasoline Corp., is en- 
gaged in the extraction of bromine from sea water by a 
special process. Several months ago, it was announced 
that in two and one-half years of operation, this com- 
pany had pumped sea water to the extent of 308 billion 
pounds which yielded 10,000 tons of bromine. Poten- 
tial by-products recovered included 4,160,000 tons of 
common salt, over 1,000,000 tons of Epsom salts, 229,000 
tons of calcium chloride, 118,600 tons of potassium chlo- 
ride, 95,200 tons of magnesium, 270 tons of aluminum, 
in addition to varying quantities of iron, silver, copper 
and iodine, all having an aggregate value of more than 
$166,000,000. While the company has not yet solved 
the problem of making these by-products economically 
available, the possibilities in that direction are excep- 
tionally interesting. 

Dow Chemical has also developed a magnesium alloy, 
known as Dowmetal, the lightest metal in the world. 
This product is being used on an increasingly larger 
scale, being lighter than aluminum and priced on a basis 
to compete with the latter metal. The company’s busi- 
ness has also been enlarged to include the production of 
synthetic organic chemicals, another rapidly growing 
field. In the main the business of Dow Chemical has 
been founded upon a widely diversified group of light 
and heavy chemicals and pharmaceuticals derived from 
inland brine wells which it owns. Profitable operations 
were reported even during the worst years of the de- 
pression and for the fiscal year ended last May 31, 
profits reached a new high level. Net available for the 
945,000 shares of common stock was equal to $4.42 a 
share, an increase of $1.10 a share over the preceding 
fiscal year. Ahead of the common are 30,000 shares of 
5 per cent preferred stock and $2,160,000, 21% per cent 
serial notes. Profits are in all probability pointing 
higher in the current fiscal year and an increase in the 
present $2.40 dividend appears likely, although it has 





been the policy of the company to devote about 20 per gross profit gained 26 per cent, but the gain in net way 
cent of income to research and development activities. restricted to 8 per cent because of the non-recurring 
At levels around 128, the shares are admittedly high, development costs. Early in September it was officially 
but this is the rule rather than the exception among reported that unfilled orders of about $1,500,000 were 
the majority of the outstanding chemical stock issues, the largest in some time. The company is modestly 


in recognition of their dynamic qualities. capitalized; funded debt was retired last year and there 
is only a single class of stock, outstanding in the amount 
Evans Products Diversifies of 244,196 shares. Long term bank loans amount to 


$250,000. With current earnings likely to be double the 
Evans Products Co. exemplifies the wisdom of de- present $1 dividend, there is a good chance that 4 
veloping new products as a means of insuring a greater larger payment or a generous extra may be made be 
measure of industrial stability than is ordinarily to be fore the year-end. Around 31, the shares are about 
found in a company primarily dependent upon a single ten points under their 1936 high and at these levels 
major product. The company’s business was founded appear to possess interesting speculative possibilities, 
upon a patented device for loading and shipping auto- 


mobiles, knows as the Evans Auto Loader. This is a Climax Molybdenum Has Broad Market 
highly specialized product for which replacement de- 

mand obviously would be limited, with the result that The history of Climax Molybdenum Co., reads like a 
the company’s earnings would be subject to wide varia- success story in the Horatio Alger vein, for the company 
tions. attained its present importance only after years of 


To overcome this hazard, Evans Products has steadily patient research and through the unrelenting efforts and 
pursued a policy of developing new products, and with faith of its founders. The company has been a pioneer 
more than a fair degree of success. An extensive busi- in every sense of the word, for not only does it own (), 
ness has been built up in wood flooring, veneer, wood about 95 per cent of the world’s known supply of . 


battery separator plates and steel bound containers for molybdenum and supplies three-quarters of the demand The : 
fruits and vegetables. In 1934, the company perfected but it has contributed to the development of molyb- | &t J 
the Auto-Stop, a device for protecting traffic at railroad denum to a point where it is now one of the most of dist 
crossings, and this was followed last year by another important alloying metals. In 1929, molybdenum was About 
device which enables automobiles and trucks to utilize utilized in only 8 per cent of the alloy steels. By last “a 


railroad tracks, and an all steel partition for converting year this percentage had increased to nearly 30 and 
freight cars into dual purpose cars. This year the com- is still gaining. The metal is also finding broader use oe 
pany has acquired the Nicholas-Lintern Co. of Cleve- in chemistry as a catalytic agent. The automobile J *°' 


—stor 


land, a manufacturer of heating, ventilating and air industry is the largest of the domestic users, although — 
conditioning equipment for use on all types of vehicles. such other fields as machinery, machine tools, aviation, It ; 
Since then a contract has been received to furnish ven- and marine are also important consumers. About two f "que 
tilating equipment for all White motor trucks. The thirds of Climax’s annual output is exported and the The | 
most recent product to amplify the company’s line is a probabilities are that much of this finds its way into 7 
vacuum operated gear shifting device which permits the armament manufacture. = 
driver to pre-select the gear ratio by means of a small Since 1930 Climax Molybdenum has been garnering er " 
arm affixed to the steering column of his vehicle. the rewards of its pioneering efforts. In 1931, on a gross F Ser 

Thus, while sales of business of $1,463,000 fF fic 
auto loaders continue ™@ yw ' the company earned — operat 


$109,000 or 13 cents 4 ‘ pro 
share on its outstand fF Mdivic 
ing stock. By 1936, times 1 
however, gross had in — “™pe 
creased 450 per cent — °ssful 
and net profit last year usually 
amounted to$3,227,767. tween 
Income last year wat phat i 
sufficient to enable the f eve 
company to retire & its wa, 
$1,000,000 issue of de — Sen : 
bentures,cash increased f P70fits 
nearly $600,000 to $1, the ay 
709,304 and dividends wales. 
were increased three Som 
times. About a yeal fortune 
ago the common stock § ™ nicl 
was split three-for-one, extract 
: the resulting 2,520,000 the sec 
—— shares now comprisiNg being ; 


ieee the entire (Pleas § “tivid 
194) orm 


to contribute the major 
portion of earnings, the 
company is undoubt- 
edly in a much stronger 
position basically by 
reason of its more di- 
versified activities and 
willingness to pioneer 
in new fields. Notwith- 
standing the fact that 
substantial develop- 
ment costs have been 
incurred, current earn- 
ings compare quite fa- 
vorably with last year. 
A net profit of $412.- 
642 was shown in the 
first nine months, as 
against $294,337 a year 
ago. Sales in the first 
half of this year in- 
creased 16 per cent. Distribution—Fresh Foods by Freezing turn to page 
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Woolworth Widens 
Profit Possibilities 


Upward Seasonal Trend of Sales May Be Accelerated 


by Extension of Traditional Five and Ten Into New 


(). all business, the biggest by far is merchandising. 
The dollar volume of retail trade in the United States 
lat year was $32,790,267,000, according to the census 
of distribution made by the Department of Commerce. 
About half of this trade, or some $16,000,000,000 worth 
of goods, moves from the manufacturers of the world to 
the American consumers through the medium of stores 
—stores of all kinds and sizes, stores by the thousands, 
stores owned by a host of small merchants, chains of 
stores owned by huge corporations. 


Price Fields 


BY WARD GATES 


Among the masters of this technique are such compan- 
ies as F. W. Woolworth, J. C. Penney, Sears, Roebuck 
and various others, all developed by “Merchant Prince” 
proprietors originally, many expanding to such magni- 
tude as to dictate the wisdom of public participation in 
the ownership, and listing of the stocks on the New 
York Stock Exchange. 

Woolworth, the subject of our story and one of the 
oldest and most profitable of the great chain store en- 
terprises, is a national institution. It has needed no 


It would seem a prosaic business. The basic tech- advertising. In the cities and towns of America there 


aique is simplicity itself. 
The merchant buys as 
cheaply as possible goods 
which experience tells him 
will appeal to the con- 
sumer, and adds a mark-up 
sufficient to cover his own 
operating costs and yield 
4a profit. The profit per 
individual sale is at all 
times rigorously limited by 
competition. Among suc- 
cessful merchants it will 
usually be something be- 
tween a nickel and a dime 
that is kept as profit out 
of every dollar that finds 
its way into the till—but, 
given such a margin, total 
profits are limited only by 
the available volume of 
wales, 

Some great American 
fortunes have been built 
on nickel and dime profits 
extracted in retail trade 
the secret in each instance 
being a modest profit per 
individual sale but an 
‘normous number of sales. 
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The Woolworth Store Number 1, Chicago, Illinois 


are few who do not know 
—and patronize at some 
time or times during the 
year—the stores with the 
familiar red front. Up- 
ward of 10,000,000 men, 
women and children spend 
a few nickels or dimes at 
the Woolworth counters 
every shopping day in the 
year. 

Woolworth’s record is 
unique. Since incorpora- 
tion of the present com- 
pany in 1912, the profits 
have totalled nearly half a 
billion dollars, the divi- 
dends more than a quarter 


of a billion dollars — all 
garnered in “small 
change.” 


This, of course, is not 
news. The success of the 
“Five and Ten” idea in 
merchandising, as exempli- 
fied by Woolworth, is 
known to all. It is less 
well known that’ the 
“Five and Ten” trade 
reached its maximum 











potential earning power in this country nearly ten years 
ago, that Woolworth in recent years has been departing 
farther and farther from its former price limits in mer- 
chandise handled, that future expansion of earnings 
will depend very largely upon sales of goods priced all 
the way up to $1 and, finally, that not even the Wool- 
worth management itself knows precisely the ultimate 
limits of the transition through which the enterprise is 
now going. 

No business can stand pat over the years, however 
valid the original plan of operation. Evolution in mer- 
chandising is slower than in manufacturing industry, 
but it can not be escaped. Some years ago, for example, 
the great mail order companies reached a point of dim- 
inishing returns. To meet changing competitive condi- 
tions and changing buying habits, they entered the 
chain store field. About that same time the law of 
diminishing returns also caught up with the Woolworth 
chain. Every major change of policy made by this com- 
pany over the past fifteen years or so was made in 
recognition of the limits of profitable expansion of “Five 
and Ten” trade in the United States. 

By 1927, with 1,581 stores in the United States and 
Canada, average annual sales per store had reached a 
peak of $172,500 and annual average profit per store a 
peak of $16,800. In the boom year 1929 Woolworth had 
1,825 stores, but sales per store had fallen to $166,000 
and profit per store had fallen to $13,600. 

So far as “Five and Ten” business in this country was 
concerned, Woolworth had reached maturity. The ex- 
panding phase—always offering the major attraction for 
the investor or speculator—had terminated. 

That this primary fact did not show up significantly 
in the company’s earnings trend was due to the circum- 
stance that its foreign investments—especially in the 
British Woolworth chain—had proved so fortunate that 
they saved the Woolworth bacon. Even as growth was 
slowing up on this side of the Atlantic the outlets in the 
British Isles were rapidly expanding and turning in 
bonanza profits. In 1927 earnings of the foreign affili- 
ates were about a quarter as large as domestic earnings. 
In 1935 they were more than half as large as domestic 
earnings and represented more than one-third of total 
earnings. 

It may be that the Woolworth management began 
to wonder how long it would be before the law of dim- 
inishing returns hit its British store expansion. Or it 
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Operating Record 
Profit Inventory Earnings Dividends 
Sales Margin Turnover Pershare Per share 
See $268,750,000 10.1% 6.9 $3.20 $2.40 
9006...... 270,685,000 10.8 7.1 3.30 2.40 
S0S8..... 250,517,000 10.8 7 2.94 2.40 
ee 249,983,000 8.6 9 2.27 2.40 
 : 282,670,000 8.9 9 *4.24 *4.40 
1930..... 289,289,000 8.1 8.9 3.56 2.40 
39989..... 303,047,000 8.3 7.6 3.66 2.40 
t1998..... 287,319,000 9.5 8.9 3.63 2.00 
11927..... 272,754,000 10 9 3.62 2.00 
"1932 i included 90c no ing profit and dividend distribu- 
tion included $2 special. 
— to reflect 50% stock dividend in 1927 and two-for-one split 
n i 





may be that it put on its thinking cap in an effort to 
pep up the American business. What to do? To obtain 
larger dollar volume of sales the answer, obviously, was 
not more stores, for this would not correct the declining 
trend of sales and profits per store. Equally obvious, 
the answer was more dollar volume per store, and the 
way to get this was to lift the ten-cent limit on merchap. 
dise carried. 

The first experiment, introduced in a few stores with 
the methodical caution characteristic of Woolworth. 
was with goods up to a twenty-cent price. The results 
were encouraging. The second step was to jump the 
limit to 40 cents. Here again the results were good. 
Last spring the experiment was extended to a few items 
up to a price limit of $1. Since then, the number of §) 
items and the number of stores carrying such items has 
been gradually increased. 

Now this is more than a matter of raising price limits, 
The one certainty in the new policy is that former price 
limits have been abandoned and that new limits are not 
yet definitely fixed. In short, having abandoned its 
original concept, the company is feeling its way, increas. 
ing its flexibility, putting itself in a position to adjust 
itself to any future changes that may become necessary. 

This does not mean that it will in the near future 
raise the present $1 price limit, or that it will loosen its 
hold one whit on its primary “small change” trade or 
that it intends to enter the department store field. It 
does mean that Woolworth is definitely committed toa 
new and different expansion phase—involving no such 
increased investment as is required in increasing the 
number of stores. It means that once more there is an 
element of the speculative in a stock which long has 
been static, since on the one hand we have a departure 
in policy which is known to be showing encouraging 
results and on the other hand we have uncertainty as 
to the maximum potentiality of the new policy in terms 
of profits. 

Such is the stuff of which investment and speculative 
interest in a common stock is made. Together with the 
logical expectation that the Federal tax on undistributed 
profits will bring forth a larger dividend payment before 
the end of the year, it explains why the stock recently 
came to life and advanced to 631% after long lying dor 
mant some 10 or 12 points lower and after selling down 
as low as 4434 some months ago. The present quota 
tion is 61, at which the $2.40 annual dividend vields 4 
trifle under 4 per cent. 

Net profit last year was $3.20 per share of stock. The 
equity is therefore priced at 19 times last year’s per 
share net. There are reports circulating in Wall Street 
—without official confirmation—that earnings for 1936 
may top those of last year by $1 a share, making the 
figure $4.20. In that case the stock is priced at 145 
times 1936 net per share. For what it may be worth, 
shares of J. C. Penney are now priced at approximately 
15.4 times last year’s net per share of common and at 
13.4 times estimated 1936 profit. The same compariso 
for Sears, Roebuck shows a price 20.8 times last year's 
net and 15.5 times estimated 1936 net. 

It should be observed, however, that there is a reas0l- 
ably valid basis for forecasting 1936 earnings of such 
merchandising companies as Penney, Sears, Grant and 
Montgomery Ward for the managements of these co 
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Reflecting the Law of Diminishing 
Returns 


No. of § i 
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___ANARRISRare e 1,881 153,800 12,100 
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_, hee eee 1,725 166,500 15,000 
tr ren 1,581 172,500 16,800 











porations have seen fit to give their stockholders an 
earnings report at six-month intervals. Woolworth, 
along with certain other merchandising companies, 
apparently feels that it has adequately done its duty 
with an annual report which in itself is unusually brief 
for an enterprise of such scope. 

To the investor who recognizes the wisdom of keep- 
ing close watch on the affairs of a company in which he 
has placed his money, the absence of interim earnings 
statements and the inadequacy of the annual statement 
isa point against Woolworth. The reason for this policy 
we do not profess to know. Certainly it may be held to 
give an advantage to large shareholders who are direct- 
ors of the company. The three biggest Woolworth 
owners are Jessie Woolworth Donahue, who, according 
to last SEC report, holds 609,250 shares; Helena Wool- 
worth McCann, with 565,006 shares; and C. S. Wool- 
worth, chairman, who owns 208,415 shares. Mrs. Dona- 
hue and Mrs. McCann are directors. The combined 
“family block” is 1,382,671 shares of stock or a trifle 
more than 14 per cent of the 9,750,000 shares outstand- 
ing. 

The annual report consists of a balance sheet, a state- 
ment of consolidated income and surplus, an auditor’s 
certificate, a list of officers and directors and a tabula- 
tion for a long period of years of number of stores, an- 
nual sales and earnings per share. The income state- 
ment gives no breakdown of foreign revenues as between 
the British and German holdings, although it is, of 
course, known that the British investment accounts for 
the bulk of the foreign profits. 

In the report you will find no statement to stockhold- 
ers by the president, no general discussion of the trend 
of the company’s affairs, of its problems, its objectives, 
its hopes—such as is annually presented by the man- 
agements of the majority of large companies. Neither 
will you find any reference to the important change in 
policy represented by the raising of price limits on goods 
carried to $1 or any hint as to the degree by which 
the higher price limits of recent years have affected 
either dollar volume of sales or the profit margin on 
sales. 

Hence, if the stockholder—who is not represented on 
the directorate—or the potential stockholder accepts 
current rumors that Woolworth may earn $4.20 a share 
this year he must do so on faith and at his own responsi- 
bility. There is no way of getting at an estimate by 
factual analysis. 

Since monthly sales figures are reported, we do know 
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that September sales were 15.7 per cent higher than in 
September of last year, the total of $23,433,705 setting 
a new all time high for this month. We also know that 
for the first nine months of the year dollar volume of 
$194,248,215 was 6.5 per cent above the figure for the 
corresponding period of 1935. We do not know to what 
extent the September sales reflected higher price limits 
on Woolworth merchandise or to what extent the report 
reflected merely the general upward trend of retail trade. 

If we assume that the September gain of 15.7 per cent 
will be maintained throughout the fourth quarter, the 
year would show total sales of around $290,000,000 or 
the highest of any year with the exception of 1929. In 
the absence of an interim report on operating profit we 
do not know even roughly what the current profit 
margin may be. 

Last year the profit margin was 10.1 per cent. The 
lowest profit margin in many years was 8.1 per cent in 
1930. In 1932, low year of sales in the depression per- 
iod, it was 8.6 per cent. This is a notably stable per- 
formance, testifying to the skill of the management in 
maintaining a profitable level of operations in good times 
and bad—but it is past history. 

Perhaps one can assume that the tendency of the new 
price policy will be to increase profit margins, but the 
amount of the increase is vital. Assuming sales this 
year of $290,000,000, a 10 per cent margin would produce 
operating profit of $29,000,000, against $27,157,000 last 
year. Should the margin be 11 per cent, the operating 
profit would become $31,900,000. Should it be 12 per 
cent,—or considerably higher than Woolworth has aver- 
aged over a long period of years—operating profit would 
be $34,800,000. 

Taking the most optimistic of the above hypotheses— 
that is, a profit margin of 12 per cent or nearly 20 per 
cent higher than it was last year—the net earnings from 
domestic operations would be in the neighborhood of 
$26,000,000. To this must be added dividends received 
from and undistributed 1936 earnings of the foreign 
affiliates, this figure for 1935 having been $11,259,000. 
a gain of less than 10 per cent over the 1934 result. As- 
suming that for this year it might be 15 per cent higher. 
the addition to domestic earnings would be $12,850,000. 
Make it $13,000,000 for easy figuring, and we arrive at 
total earnings—maybe—of $39,000,000 or exactly $4 per 
share. 

It need hardly be said that this statistical fantasy 
may be badly wrong either way, but it is the only 
method by which the stockholder—present or potential 
—can attempt to guess (Please turn to page 120) 
































Where the Profits Come From 
Stores in Stores in 
-S.an British Isles 
Canada and Germany 
UNS naar th pthdTolahe avid ccslas aarkeauners $19,047,000 $11,259,000 
I A 05 ov 5 gi ieeene ta TeIGS eee AS IOIN 20,864,000 10,387,000 
1933 19,718,000 7,802,000 
i A eee eek 15,636,000 6,156,000 
CSS ee ee ee ere 19,330,000 9,272,000 
eee eer re 22,716,000 9,249,000 
oF ht ie In ELS 24,765,000 8,589,000 
LEER epee arr ar Rom ae nrc ee 22,930,000 7,137,000 
SCH 24,299,000 6,458,000 
ES NTE oikitiataeaiiaia 





87 














The struggle between the C. |. O. and the A. F. of L. has 
reached the crucial stage. 


Will the steel and motor 


industries be unionized? Will there be strikes? 


Is Labor Peace Possible? 


By DANIEL C. McCARTHY 


The author of this article needs no introduction to readers of 
this publication. His previous writings have proven too ac- 
curate in their interpretation and forecast to be forgotten. The 
present article is in line with his discussion of August first and 
should prove exceptionally interesting to holders of steel and 
motor securities. —EDITOR. 


Basu L. Lewis is now in effect offering $1,000,000 to 
the American Federation of Labor to take his widely 
advertised drive to organize the steel industry on big 
union lines off his hands. 

That, in itself, ought to be reassuring to timid holders 
of steel issues. 

To those who play what some term “the labor game” 
and who know John L. Lewis, the strings he attaches to 
the offer—that the Federation agree to spend $500,000 
of its own money and restore Mr. Lewis and his asso- 
ciates in the Committee for Industrial Organization to 
good standing—mean nothing more than an attempt. as 
the Chinese say, “to save face,” for Mr. Lewis is not the 
kind to abandon an enterprise that promises glory, and 
pay for the privilege in the bargain. 

The Federation is not at all likely to consider, much 
less accept, his proposal. The men who control it have 
all been to the races. A majority have seen Coney 
{sland. None, so far as is known, have ever loaned any 
money on the Golden Gate. 


Flimsy Allegiance to C. |. O. 


The full truth is that despite a large enrollment, that 
cost the enrolled not a penny, the drive has bogged 
down. There is but a handful of dues-paying members. 
There is no real response from the workers. 

It is the old I. W. W. game—come with us and get 
your pay boosted—and it works with the illiterate and 
inexperienced. Foster played it in 1919, and through it 
got most of his following. Men cannot be blamed for 
signing up—they may possibly get something, they 
stand to lose nothing and whichever way, they do not 
have to strike when the time comes. 

The Steel Institute errs very much in its estimate of 
about 20,000 who have signed up. Men whose word 
is good say that they have seen in excess of 50,000 signed 
applications for membership in the Pittsburgh area 
alone. Some place the number there at 70.000. None, 
however. can guarantee the signatures nor the count. 











The re-election of President Roosevelt has given Mr. 
Lewis and his associates hopes that with administration 
backing he may yet make the C. I. O. drive something 
of a success, and himself the Mussolini of the labor 
world. He feels sure the Administration will be back of 
him. How far back he does not know. Neither does 
any other person, with the possible exception of the 
President. 

The bogging-down of the steel-drive is no surprise to 
veterans who know organizing and who know the steel 
industry. At the worst they could not see a steel strike 
before next summer because Lewis would not embarrass 
the Administration with serious labor trouble during the 
campaign even if he could, and because nothing short of 
machine guns will drive steel makers from the warm 
mills during the cold winter months. 


Company Unions Unconverted 


Here the question is asked—“How about company 
unions that are reputed to have gone over to the Lewis 
organization en bloc?” 

I do not know that any have done so. The press has 
carried reports of officers of such groups going over, but 
it must be remembered that these reports have eman- 
ated from the Lewis group, that the steel people for some 
reason or other have let Lewis have the newspapers 
almost entirely to himself. 

In publicity Lewis has far outdone the steel com- 
panies. He has had the good sense to cultivate the men 
who fill the news columns, while the Steel Institute pre- 
fers to buy advertising space. They know steel and 
have to sell it. They do not know, as Lewis does, how 
to sell themselves and their case. 

Meanwhile, there is grave doubt as to whether 
Mr. Lewis can keep intact his C. I. O. Beside the Jewish 
needle trades unions of New York, no union of strength 
or importance is included in the organization. Mostly 
they are lame ducks. So well informed a labor writer as 
the veteran John J. Leary, Jr., who certainly knows his 
needle trades, is, as this is written, recording rebellion 
against Mr. Lewis in the needle trades in special articles 
in the Hearst publications. 

While Lewis has held the center of the stage and the 
front pages, there has been evidence a-plenty that 
trouble is brewing in legitimate lines. 

The men of the building trades unions, long idle, are 
beginning to feel their oats. Membership in these uniuns 
is increasing by tens of thousands each month. Their 
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talk now is not of resisting pay cuts but of demanding 
raises in pay. 

Their changed attitude is entirely due to a tightness 
of supply, if not an actual shortage, of men in some lines. 
This is artificial and is due to the large numbers of men 
employed on PWA and WPA enterprises. With the 
prevailing rate of wages for two weeks a month on jobs 
good for an indefinite period, and freedom to work on 
private jobs the remaining fortnight, these men cannot 
well be blamed for clinging to jobs reasonably certain to 
last the winter when private work is usually scarce. 

It is on these public jobs that labor men who try to 
keep abreast of trends see the only threat of serious 
troubles. It is never easy to demobilize an army of job 
holders. Minor disturbances where reduction in forces 
has been attempted give an indication of what may be 
expected when the time comes for wholesale dismissals 
from public payrolls. 

The trouble will not come from the old established, 
disciplined unions. The trouble makers will be the semi- 
organized relief workers set up generally by Communis- 
tic agitators with the approval, if not the tacit encour- 
agement, of PW A and WPA officials of high and low 
degree and so-called “liberal” tendencies. 

Men of the old-time unions have complained bitterly 
that the leaders of these groups have been favored at 
their expense. There is more than a little truth in this. 


Forthcoming Legislation 


Labor men generally await with more than usual 
interest the disposition the courts will make of the 
Wagner-Connery bill setting up the National Labor 
Relations Board, and the fate that awaits the revamped 
Guffey Coal bill. They expect holes will be punched in 
the former. Many who fear too much government in 
labor matters would not feel badly if it were thrown out 
in toto. 

With the Guffey bill, it is rather another 
story with John L. Lewis once more in the 
center of the stage. Whether he is to be 
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the victor or the villain only time alone can tell. 

This time Lewis will have to get along without the 
help of powerful labor men in Congress who forced the 
Guffey bill out of committee by one vote. They will be 
on the other side of the fence. There will also be more 
opposition—there was a little when the original bill was 
passed—from craft unionists who resented being placed 
under the control of a board which would certainly be 
dominated by Lewis. 

Should, as many labor men believe, the revamped bill 
fail, Lewis will have about as much trouble protecting 
his United Mine Workers as any one man can well 
handle. That thousands, driven into his union by N RA, 
and held there by the Guffey bill, will drop out, is. in 
labor circles, looked upon as a certainty. 

If it is enacted, they are not at all sure the Supreme 
Court will not once more throw it into the limbo of 
unconstitutional things, the exodus will develop, and 
wages be cut in many areas. 


The Strike Prospect 


That will, of a certainty, mean strikes. Strikes cost 
money, and particularly so in the areas where they are 
most likely to develop—the newer fields of the South. 

That is unless the Congress tries to revive the N RA, 
if this can be done, and there is some reason for thinking 
an attempt will be made to force the blue eagle under 
another name on the country. (Please turn to page 117) 
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Foreign Representative of THe Macazinge or WALL STREET 


England—Hand to Mouth Prosperity Awaits 
Pick-up in Exports 


The devaluation of the gold bloc countries has been 
hailed with relief by British exporters. For the imme- 
diate future, cheaper Swiss francs, florins, crowns, lire 
and French francs will not be in a position to purchase 
more in England than heretofore, yet in the long run 
—and it is always in terms of the long run that 
British merchants pontificate—the security that the 
lower exchange rates should bring about through an 
improvement in trade will make a new prosperity on 
the continent. Although this new prosperity is diffi- 
cult to find at present, it should eventually develop, 
and when it does develop, British goods will again be 
sold in Europe, and the long lost external market will 
have been recreated. 

Fortunately for the people of Britain, the internal 
prosperity of the island continues, and the empty 
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London—Where Construction Booms 
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period while waiting for foreign buyers to materialize 
is thus filled. Many have prophesied the failure or 
decline of this internal market ever since it began to 
develop three or four years ago, yet it continues strong, 
although production of war materials and_ building 
continue to bear the brunt of the burden. Government 
construction now supplements the private home build- 
ing which started the ball rolling. 

During the first half of 1936 postal receipts were 4 
per cent better than during the same period of 1935, 
bank clearings were up 7 per cent, retail sales of food 
and perishable products were up 9 per cent and retail 
sales of other merchandise 6 per cent. The best proof 
that recovery continues unabated lies in the railroad 
receipts, which were £1,830,000 more during the first 
half of 1936 than during the first half of 1934. Unem- 
ployment has fallen off by 300,000 men being put back 
on the job. 

What is most encouraging about the internal im- 
provement is the activity in the moribund cotton 
and ship-building trades. American 
cotton growers hailed the improve- 
ment of British textiles when it 
was announced that for the 1935-36 
season British spindles had taken 
2,733,000 bales, as compared with only 
2,507,000 bales in the season 1934-35. 
Apparently the patient is looking up. 
Since September 14, 1936, the industry 
has been under a new regime, calcu- 
lated to restore profitable activity 
through the elimination of surplus spin- 
ning machinery. The Cotton Spindles 
Board will operate for two years, buy- 
ing spindles and scrapping them with 
the aid of funds to be raised by a levy 
on those spindles which remain active. 
Whatever one may think of this policy. 
it has produced heavier cotton ship- 
ments to Australia and Canada as a 
result of the lowering of tariff barriers 
by these dominions, while Denmark. 
through its recent accord with England. 
sells more bacon and buys more cloth. 
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and India, true to the Empire, at least in one respect, 
has also revised tariffs downwards. 

The Queen Mary’s twin is bringing work to the ship- 
yards, but so are other orders less imposing. More slips 
are occupied than has been the case in many years. 
Even the Balkans bring their bellicose mite, and Greece 
has ordered the construction of four destroyers at a 
cost of £1,500,000. 


French Recovery Is Slow in Starting 


The most favorable result of the devaluation of the 
French franc has been the impetus given to a liberaliz- 
ing of trade restrictions. It is significant that within 
the same week Monsieur Spinasse, Minister of National 
Economy, should have called a meeting in Paris to 
declare that his government would oppose all rises in 
the cost of living, while at Geneva, where he is spokes- 
man for the Economic and Financial Committee of 
the League, he should have made an appeal to all 
countries to revise downward their tariffs and open 
the door to commercial recovery. In the France of 
the new franc, trade recovery and the maintainance 
of low prices go together. Indeed, if trade is not stimu- 
lated by the new franc nothing will be. 

The French devaluation has not greatly relieved the 
treasury, which according to the latest bank statement 
has not yet repaid to the bank the inflationary advances 
which caused such concern in the September crisis— 
and which, in the opinion of many experts, was di- 
rectly responsible for the flight of gold that brought 
about the ultimate devaluation. 

Lowering the value of the franc has not yet stopped 
the tendency toward increased unemployment, since 
on October 10 the number of workers on the dole 
had gon eup by 3,000, and represented an advance 
of 30,000 unemployed as contrasted with the same 
period the year before, while two weeks earlier (and 
thus before the devaluation) the advance over 1935 
amounted only to 34,000. The building 
trade, upon the recovery of which the 
new prosperity of England has been 
built, still lags in France. There were 
1,500 demands for building permits in 
1913 in Paris, as contrasted with 433 in 
1935, and 386 so far in 1936. The de- 
valuation, which was ill-timed in so 
many other respects, came too late in 
the season to stimulate building. 

But it may stimulate foreign trade, 
if prices are kept down. By the inept 
policy which preceded the devaluation, 
the cost of living in France was being 
forced up, making it even more difficult 
to export french products with the 
French franc at a non-competitive 
height. How bad the situation of French 
foreign trade is today may be seen in 


nine months of the year. Exports cov- 
ered only 61 per cent of importations. 
They had fallen 7 per cent below 
the already dwindling exports of the 





NOVEMBER 7, 1936 








comparable period of 1935. Valued at 10,637 million 
francs, as against 17,430 million francs of importations, 
they resulted in a deficit of 6,793 millions, a startling 
advance over the trade deficit for the first nine months 
of 1935, which had already been bad enough at 4,087 
millions. With taxes failing to give the anticipated 
returns, an upturn in trade receipts is the only salva- 
tion. And for this Monsieur Spinasse has taken the 
right line. The French coal quotas are being opened 
to admit 10 per cent more coal, while the tax on the 
coal license has been reduced from 15 and 20 francs 
to 6 fr. This is symptomatic of reductions being 
made all along the line, amounting to 20 per cent on 
raw stuffs, 17 per cent on semi-manufacturers, and 
15 per cent on fully manufactured articles. This at 
least is an initial bid for reciprocal treatment—a ges- 
ture of economic good will toward England and the 
United States. 


Italy Signs New Clearing Arrangements 
But Tightens Her Financial Grip 


Since the lapsing of Sanctions, Italy has been engaged 
in a contest with almost all the creditor nations for 
commercial rehabilitation. Due to the difficulty in ob- 
taining payment on commercial debts, which were 
postponed until the needed foreign exchange could be 
made available, many foreign suppliers, including im- 
portant American firms, had come to decline further 
credits, and to insist upon cash payment against docu- 
ments in all transactions. Devaluation of the lire has 
a tendency to ease the foreign exchange situation, at 
least temporarily, for the government finds itself in 
possession of the gold profit resulting from the revalua- 
tion of the gold holdings of the banks. Simultaneously, 
the economic structure of the country is going to be 
aided by a compulsory 25-year loan which is levied on 
all owners of real estate to (Please turn to page 126) 
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Paris—Where Construction Lags 











Farm Ineome Guaranteed 


Assurance of Larger Revenue for 33 


Million People is Major Business Factor 


BY HOWARD M. GREENE 


= insurance—or farm subsidy—is come to stay. 
Farm aid, in one form or another, is to be tested at 
length in the effort to restore farm purchasing power. 
We have a farm population of nearly 33 million. A 
potential market of vast possibilities in which consump- 
tion goods can be absorbed in enormous quantities and 
spur many industries to new heights, if the purchasing 
power can be brought to the farm. 

Out of the acrimonious dust of political turmoil, out of 
pitiable, unworthy effort to hold political power at any 
cost, out of a vast hubbub of trial and error, there may 
be seen to arise a fragmentary rainbow, the recognition 
of agriculture as the real basis of our national well- 
being. 

It is no mere coincidence that announcements of 
intention to develop some workable plan of crop insur- 
ance should be made on the political fronts of the two 
major parties, simultaneously. 

Throughout all recorded history industry has grown 
at the expense of agriculture; has outgrown and sapped 

















its economic foundation. It is in the frantic, desperate 
effort to restore, or preserve, this imperatively requisite 
balance between country and city that we have turned 
from tariff building to farm subsidies and now to crop 
insurance. The political actions are due only to the fact 
that it is a situation that claims immediate attention. 

We may endeavor to analyze the situation as far as 
may be, and the possible results. Such an attempt may 
be in order now since it becomes plain that crop insur- 
ance, farm subsidy, in one guise or another, is to be a 
permanent part of our social structure no matter who is 
elected. The promise is that out of such effort there 
may develop a sound, workable, economic formula or 
policy, which may not at the same time rigidly regiment 
our agricultural population. 

We are proceeding upon the theory that this oft 
repeated cycle of rural-urban unbalance is to be, not 
delayed, but altered by an intelligent obedience to 
economic law, possible now because of more widespread 
understanding and, in part, possible because of the 

many ways in which city and coun- 
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one crop farmer who has not merely an empty shelf 
in the cupboard, but has, in fact, neither cupboard nor 
shelf. There must be some averaging of risks, some 
measure of what would correspond to a mortuary table, 
some possibility of salvage, else we come down to a 
mere matter of some estimate of the average production 
of the certain farm and the writing of an agreement 
to make good such average in one way or another, if 
the farmers’ effort fall short thereof. 

In any event, it must be realized to begin with, that 
the ruling idea is to correspond to that of the tariff and 
will, in effect, as is the tariff, be the taking of assets 
from some part, or all, of the people and diverting them 
to the use of a certain class of the people. 

However, let us not harbor the idea that this is a 
raid upon the Treasury by the farmer. It is rather, 
an attempt to restore farm prosperity solely that the 
farmer may become a profitable customer. And, of 
course, it is unnecessary to point out that 33 million 
profitable customers is a business factor of the first mag- 
nitude. 

In 1932, net farm income was $1,758 million; in 1935, 
it was $3,943 million, an increase of 124 per cent. As an 
example of the rigidity of farm expense, of the impos- 
sibility of cutting down outlay in farm operation, it may 
be noted that the gross farm income in 1932 was $5,211 
million and in 1935, it was $7,727, thus an increase in 
gross of 48.2 per cent brings an increase in net of 124 
per cent. These figures exclude government rental and 
benefit payments. 

What is the record of averages? If we throw out the 
wartime years of 1917-20 as altogether abnormal; if we 
take the 7 years 1923 through 1929 at 66 per cent of 
actual gross income on the basis that these post war 
years were also out of line by at least one-third, we find 
that for the years 1909-1934 inclusive, save for the four 
years thrown out, we come to a round figure of $7,500 
million as average gross income over the twenty-two 
years so included in our calculation. It is hard to keep 
clear in our tentative study the relation between farm 
prices, farm income and the purchasing power of the 
farm dollar. If, as in this current crop year, corn sells 
for $1.25 a bushel, because there is hardly any corn to be 
had, that does not help the farmers’ net income, but 
may have a marked effect upon the purchasing power of 
the farmer’s dollar. 

It would appear that one might rather take for 
granted that any insurance scheme, or other plan, 
which may eventually be promulgated will be based 
upon the “parity period” of 1909 to 1914, which was 
the period designated in the original A A A enactment. 
There is a very important significance in the probable 
choice of this period for the reason that during the last 
century and up to the outbreak of the World War, 
farm prices had been steadily but gradually advancing 
in relation to other prices; industrial prices, with all of 
the fluctuations, had been gradually coming down in 
relation to farm prices. Except for the years of the 


War, farm prices during this “parity period” were at 


their best as compared with any other five-year period 
covered by our statistical records. 

We can, therefore, roughly figure that we are to con- 
tribute, in whatever form may be determined, such sums 
as will give to the farmer a total, equal to the purchas- 
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ing power which he had in the “parity period,” that is 
to say, his own crop plus such insurance or benefit pay- 
ment as will give to his farm, differences in cultivation 
being considered, the same return, in purchasing power. 
which his farm yielded in the years 1910 to 1914, when 
his relative position reached its high point in our history. 
If this is what is to be attempted, and the farmer finds 
himself prosperous, it may be assumed without any great 
misgiving, that he will use such purchasing power freely 
to make up for the leaner years he has endured. We 
then find ourselves face to face with the problem of 
keeping industrial prices on the relative basis which it is 
endeavored to maintain. If it is attempted to extend 
farm aid by guarantee of price, we can stimulate pro- 
duction and repeat the experience of the Farm Board. 
or we can assume control of all production on all farms 

In any event, the question remains can we tax the 
whole people for the benefit of a part of the people and 
grow prosperous in so doing? This question arises be- 
cause insurance produces nothing, its benefits are those 
of co-operation, a spreading of risks and losses, the prin- 
ciple of “Bear ye one another’s burdens.” 

We may not consider, we cannot consider, farm 
purchasing power as an insurable risk. We can 
try to work out some plan of so subsidizing agri- 
culture that farm acres may provide the tillers of the 
soil with a certain relative purchasing power; we desire 
that he shall have the wherewithal to buy the industrial 
output that finds itself without an adequate market 
Can we devise a way to increase the velocity of money 
and make a profit thereby? 

Our most substantial attempt to build up the agrarian 
demand has, of course, been through the AAA. Dur- 
ing the period from the date of enactment on May 12, 
1933 to December 31, 1935 its expenditures amounted 
to $1,529,114,039.97. Of this sum, processing taxes 
made up $966,136,738.79. We thus expended in the 
form of farm aid, in two years seven months and nine- 
teen days, a sum equal to (Please turn to page 125) 
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Boom for Farm 


Equipment Makers 


BY WILLIAM A. TRAVIS 


— persistent strength in stocks of companies 
manufacturing agricultural machinery and implements 
is based upon two primary considerations. First, rising 
volume and earnings. Second, the conviction that the 
Federal Government is more or less permanently com- 
mitted to maintenance, through one subsidy device or 
another, of farm purchasing power at a favorable level. 

On immediately preceding pages the outlook for farm 
purchasing power has been expertly analyzed. Here- 
with is presented a brief summary and tabulation of 
six corporations engaged either wholly or in important 
part in the production of farm equipment, all of which 
are deriving substantial benefit from farm recovery and 
all of which appear likely to experience further gains. 

These stocks present a wide range of investment and 
speculative choice. To conservative buyers greatest 
appeal will be found in International Harvester and 
Allis-Chalmers. These alone of the group are currently 
paying dividends and each has the merit of substantial 
product diversification. Harvester is a leading motor 
truck maker, as well as the largest factor in farm equip- 
ment. Allis-Chalmers has a strong position in heavy 
industrial machinery and electrical equipment, in addi- 
tion to tractors and farm machinery. 


The Speculative Extremes 


At the speculative extremes will be found the low- 
priced Minneapolis Moline Power Implement Co. and 
the high-priced J. I. Case. The farmer probably will 
show modest earnings on the common this year for the 
first time since 1929, but there are arrears of $34.50 a 
share on the preferred. Because of small floating supply, 
Case is a speculative football, although possessed of 
large earning power per share. Preferred arrears of $6 


per share are small in the light of present earnings, 

Of the non-dividend payers our preference is for 
Deere and Oliver Farm Equipment. Arrears on Deere 
preferred amount to $3.35 per share, but constitute no 
serious problem in the light of a current earning power 
estimated around $10,000,000 a year. Earnings on the 
common this year are likely to reach or exceed $8 a 
share. 

Reflecting a capital reorganization, per share earnings 
of Oliver have made a strong recovery this year and 
should exceed $5. The relatively low price of the stock, 
however, reflects the fact that this company’s bank 
indebtedness, while pared down substantially in recent 
years, is still heavy in relation to present annual earn- 
ing power, and the further possibility that the equity 
may be diluted by issuance of additional stock for the 
purpose of retiring bank loans. 


Current Earnings 


Of the above companies, only Allis-Chalmers, which is 
only in part an agricultural equipment manufacturer, is- 
sues interim reports. Its statement for the quarter 
ended September 30 showed profit equal to 96 cents a 
share on the common stock, as compared with 61 cents 
per share for the third quarter of last year. For the nine 
months ended September 30 earnings were $2.30 per 
share, as compared with $1.03 per share in the corre- 
sponding period of 1935. 

In July stockholders of Oliver Farm Equipment were 
officially informed at their annual meeting that profits 
for the first quarter of the company’s present fiscal year 
were $1.47 per share, as compared with a deficit a year 
ago. It is unofficially reported that approximately this 
quarterly rate is being maintained. 











Earning Power of Farm Equipment Companies 
Price Price Ratio 

———Net per Share of Present Stock Range Current to Est. Divi- 

1929 1934 1935 (Est.) 1936 1936 Price 1936 Net dend Yield 
Allis-Chalmers...... ; $3.22 (D)$.51 $1.48 $2.90 6654-3534 68 23.4 $1.50 2.2% 
TL) ea 16.90 (D)7.38 5.70 12.00 186 -9214 158 | ioe 
PN ean Ak Kia sc veo nse 12.80 (D)1.79 3.93 8.00 101 -52 97 i ee ieee 
International Harvester........................- 7.10 (D) .42 3.28 5.50 92 56% 92 15.7 2.50 2.7 
Minneapolis Moline Power.................... 2.11 (D)4.02 (D).67 55 1234- 61 7% are 
Oliver Farm Equipment........................ 3.09 (D)8.55 (D)1.77 5.00 5454-2414 48 a 
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Caterpillar Tractor 


Protits Trend Upward 


BY JAMES T. COLT 


iF all began in the eighteen-eighties, or long before 
California had developed a Climate, a Hollywood, or a 
Dr. Townsend. Large scale farming in soft land with an 
inadequate supply of labor was the problem presented. 
The large scale part of it and the inadequate labor 
supply were solved with steamroller-like contraptions. 
But the darned things sank. They didn’t do so well 
even with wheels six and 
seven feet in diameter 
and with treads the best 
part of twenty feet wide, 
being about as_ easily 
maneuvered as a battle- 
ship in a bath-tub. 

Nor were the Daniels 
Best and Holt, manufac- 
turers of the fiery mon- 
sters, satisfied. The steam 
tractor was all right so 
far as the development 
f power was concerned, 
but the completely suc- 
cessful solution of the 
lificulties required a 
steam tractor that was 
also a puddle-jumper. It 
was some years after the 
tum of the century that 
someone had a real brain 
storm and the Holt 
Manufacturing Co. 
brought out a machine 
that looked like a steam 
roller except that instead 
of the two side wheels it 
had two endless belts 
across which at intervals 
of an inch or two short 
planks were bolted. It 
was thought that the 
way the planks came 
down on to the ground one after the other resembled 
the locomotion of the caterpillar, which characteristic- 
ally stands erect on its hindermost pair of legs and with 
deliberation allows the next pair to descend to the 
ground, then the next, and next. And so, “Caterpillar” 
became a registered trade-name. The front wheel, used 
for steering, was kept on these early models for a while. 


Courtesy Caterpillar Tractor Co. 





Eventually, too, the boiler disappeared, its place being 
taken by a gasoline motor. 

The Holt and Best organizations went along their 
own separate ways building tractors and farm machinery 
and improved their products constantly. Then the 
caterpillar track was given an immense lift by its war 
experiences. Tractors to which it was fitted were put 
to harder and _ novel 
tasks; the British would 
never have been able to 
devise the first tanks 
without it. 

It was in 1925 that the 
Holt and Best compan- 
ies, having decided that 
they would do better as 
a unit, became one un- 
der the name of Cater- 
pillar Tractor Co. The 
consolidation became the 
owner of all the import- 
ant patents having to do 
with revolving tracks; it 
holds patents on the two- 
clutch system by which 
one track can be held 
motionless and when the 
other is put full speed 
ahead, the whole thing 
can be made to spin in 
its own length. This is 
the way today’s tractor’s 
are steered and, although 
the old _ single - front - 
wheelers may still be 
seen at work, the design 
has long been obsolete. 

At this point the 
Caterpillar Tractor Co. 
must be abandoned for a 
moment while we take a 
trip to Paris—the Paris of 1858. It was in this year 
that a child was born to a German family; he grew up 
to be an engineer, Rudolf Diesel, the inventor of the in- 
ternal combustion motor which has made his name 
known throughout the world. Unlike the gasoline motor 


which requires an electric spark to ignite the charge, the 


piston of the diesel compresses air; this generates a great 
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deal of heat and, with the piston close to the top of its 
stroke, there is injected into the superheated compressed 
air a vaporized charge of oil, which promptly ignites 
without more ado. 

Noted for its rugged economy the diesel engine was 
the very thing for a trail-blazing, puddle-jumping trac- 
tor. Hence, into diesels went the Caterpillar Tractor 
Co. Starting in 1926 with the idea of a diesel-driven 
tractor, it was not until five years later that one actually 
appeared. It was most successful and the company is 
now turning out more diesel-driven tractors than ever. 

Also, if one is in the business of manufacturing diesel 
motors for tractors, it is only logical to manufacture 
them for other purposes, too. And this is what Cater- 
pillar does, the company’s full line including track-type 
tractors in some half dozen sizes which may be had with 
spark ignition or diesel motors; diesel motors for station- 
ary use ranging in horsepower between forty-four and 
a hundred-and-sixty; together with a big assortment of 
graders and other road-building and construction ma- 
chinery. 


Demand from Many Sources 


The Caterpillar Tractor Co. is often listed among the 
manufacturers of farm equipment. This is a correct 
classification only for the want of something better. It 
is true that many caterpillar tractors and other machines 
work out their destinies on the farm, but a great num- 
ber are to be found building and maintaining roads, on 
dam and irrigation projects, up in the forest hauling 
lumber. Others are to be found removing snow; still 
others quarrying or in the oil fields. Nor must the 
countless applications of Caterpillar Tractor’s station- 
ary engines be forgotten. Thus, is the company’s field 
far beyond the narrow confines of the farm. 

That the Caterpillar Tractor Co. has been remark- 
ably successful financially may be realized from the fact 
that dividends have been paid on the company’s com- 
mon stock in every year since its formation in 1925. In 
only one year, 1932, was a loss reported, 





outstanding common stock, against $2.67 a share for 
the twelve months to September 30, 1935. 

The company’s capitalization is the simplest possible: 
or rather this was true until very recently, for the bal. 
ance sheet as of September 30, last, showed the sole 
capital liability as being represented by 1,882,240 shares 
of common stock of no par value. Since that time, how. 
ever, authorization has been obtained for the issuance 
of $25,000,000 in 5 per cent cumulative preferred stock 
of $100 par value. The reason for this is interesting 
for it is thought to be the first instance of a company 
creating a preferred issue for the purpose of obtaining 
credit under the tax on undistributed earnings. Cater. 
pillar’s business is expanding and, under such conditions, 
it does not feel justified in paying out to stockholders 
all profits. Normally, the company would pay a fair 
dividend and retain the balance of earnings, but if this 
is done today it becomes liable to a heavy additional 
tax—a tax over and above the federal tax on corporate 
profits. The legal points are somewhat involved, but it 
will suffice to say that Caterpillar has just declared an 
extra dividend of fifty cents or 1/200th of a share of the 
new preferred, the choice of which he will receive being 
the stockholder’s. It is said to be the company’s inten- 
tion to pay another extra solely in preferred before the 
end of the year. By doing this it is believed that the 
stockholders’ pro rata interest will be sufficiently dis 
turbed to meet past Supreme Court decisions and that 
such preferred stock as might be distributed would be 
deductible by the company for tax purposes. At the 
same time, from the company’s standpoint, any pre 
ferred stock distributed instead of cash, means that 
much more cash for the purpose of carrying on the busi- 
ness. 

So far this year, Caterpillar has paid or declared fow 
quarterly dividends of fifty cents a share. In addition 
to which there is the fifty cent cash extra or the 1/200tb 
part of a share of preferred stock. Earnings for the pres 
ent year should be very close to five dollars a share and 
thus the further extra which is expected in preferred 





but even then stockholders received 
something. Today, although the com- 





pany’s business has not quite reached 90r 





the level of profits shown in 1929, sales Bol 
have about reached that point and | 
profits are not far behind. 

Caterpillar is a company that has long 
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believed in letting its stockholders sol 


know frequently and as promptly as 








possible how the business is going. mes | 
Monthly reports are made. They show 30 
sales, net profits and the condition of 20 
the company’s working capital. For the 
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twelve months ended September 30, 











1936, net sales were just short of $51,- 
000,000, while the net profit amounted 





to $8,670,133. This compared with net 
sales under $33,000,000 and a net profit 


























of $5,029,941 for the corresponding 
previous period. The net profit in the 
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stock will have to be the equivalent of $2.50 in cash, or 
1/40th part of a share of preferred if the tax on undis- 
tributed profits is to be avoided completely. It is un- 
likely, however, that quite as much as this will be paid 
actually, but even if it were only half, it would mean a 
total distribution for the year equivalent to $3.75 a 
share in cash—or a yield well over four per cent at the 
stock’s present price of 82 dollars a share. 

Looking beyond the close of the present year, it can- 
not be said that because the outlook for such-and-such 
is good the demand for caterpillar products should in- 
crease or, conversely, because the outlook for this-and- 
that is poor, Caterpillar’s prosperity is about at a peak. 
Clear-cut conclusions like these are possible only when 
a company’s field is narrow and clearly defined. The 
products of the Caterpillar Tractor Co., however, are 
put to such a multitude of uses that the field is anything 
but narrow and clearly defined. Possibly the most im- 
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portant single outlet is in road-building and repairing. 
This is altogether too close to politics to be reasonably 
predictable on an economic basis, but from what one 
can tell of the present intentions of local, county, state 
and federal bodies there is no indication of any slacken- 
ing in road-building activity. Although it is the com- 
plaint of motorists in many states that gasoline taxes 
are being diverted away from roads, it would seem that, 
with more cars in commission than ever and with the 
use of these cars increasing as a result of the country’s 
mounting prosperity, gasoline taxes will yield larger 
revenues and that more will be spent on roads, despite 
diversions. 

Caterpillar, of course, has been helped by the farm- 
ets’ increased income. Elsewhere in this issue will be 


found a detailed discussion of farm purchasing power, 
80 that the subject needs no more than mention here. 
Entirely apart, however, from the business which the 
Caterpillar Tractor Co. will receive as a result of more 
prosperous farming communities, there is the matter of 
“contract farming’—a development being actively 
There are many jobs 


sponsored by the company. 
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around a farm of a non-recurring nature, but which re- 
quire special equipment if they are to be done without 
excessive expenditure of time and money. Terracing 
and hedge removal, for example, are in this class. Be- 
cause the average farmer cannot afford the special 
equipment necessary for tasks like these and, even if he 
could, it would be uneconomical to buy it, there has 
come into being the contract farmer. The contract 
farmer possesses all the special equipment necessary 
and as soon as he has finished one job he moves on to 
another piece of property and thus by keeping his 
machinery reasonably busy throughout the year its ini- 
tial high cost proves a well-justified expenditure. Cater- 
pillar feels that it has a very large potential market in 
the further extension of contract farming operations. 

Over the past few years, the Federal Government’s 
sphere of influence has been greatly expanded. Some 
believe it to be a good thing, others object, according 
to political beliefs and affiliations. Be the 
merits what they may, certain it is Wash- 
ington has its fingers in more pies than ever 
and that Caterpillar Tractor has been an 
important beneficiary. Take, for example, 
all these dams that have been erected, or 
are in the course of erection. They cus- 
tomarily involve moving mountains of dirt 
and rock from one locality to another and it 
is just this kind of job of moving heavy 
loads over territory lacking roads that Cat- 
erpillar’s tractors like. Thus, a good sized 
dam might keep a dozen or more tractors 
busy doing nothing but this. Other tractor 
batteries will be actively employed hauling 
in supplies and machinery. As the same 
company that manufacturers the tractors 
also makes the graders, scrapers and the 
assorted equipment that the tractors push 
and pull, a dam is something in the nature 
of a real ten-strike for the Caterpillar Trac- 
tor Company’s salesmen. 

A demand for equipment to do similar 
things arises, of course, when the Federal 
Government embarks upon irrigation, flood control and 
reforestation projects and unquestionably the activity 
in these fields has broadened the market for Caterpillar’s 
products in recent years. Within late years, there has 
developed a widespread tendency towards the mechan- 
ization of the armed forces and, thus, the United 
States Government helps the company from another 
direction. 

Roads, farms and Government construction activities 
may constitute the most important single outlets for 
the machines made by the Caterpillar Tractor Co. But, 
as has been said, there are countless others. Should the 
public utilities ever be relieved of political persecution 
and begin making normal maintenance and expansion 
expenditures, it would mean much to the company. So 
would greater activity on the part of the oil and pipe- 
line companies; airports and golf courses are likewise 
factors to be taken into consideration. Look in what- 
ever direction and there is little to be seen other than 
growing business activity, increased purchasing power 
for both necessities and luxuries—and a bright prospect 
for the Caterpillar Tractor Co. 














The Rails Adopt Motor Trucking 


New Technique in Meeting Competition of the 


Motor Carriers Should Improve Rail Revenues 


BY RALPH 


s would be natural for those interested in railroad 
securities to shudder and gasp a bit when they read 
that motor trucks and buses continue to speed along 
the nation’s highways with much of the traffic that once 
had to move over the rails if it was to move at all. It 
has, in fact, been logical for those interested in the finan- 
cial welfare of railroads to have a touch of the jitters. 
Motor vehicles have really deprived rail carriers of a 
portion of the economic vitamins requisite to vigorous 
health. 

However, these railroad security holders will un- 
doubtedly look upon motor trucks and buses with less 
suspicion, and perhaps with disciplined enthusiasm, 
when it is pointed out that the railroads have finally 
met the issue squarely by a gradual and _ selective 
process of acquisition of truck and bus lines. At first 
thought this may be puzzling, or even construed by 
some as pure cussedness upon the part of the railroads. 
But a little reflection will indicate that it is a logical 
development, supported by ample economic precedents. 


Rails Take Over Competitors 


Look at it this way. For many years the railroads 
had a virtual monopoly upon freight and passenger 
transportation. When the motor truck and bus first 
entered the common carrier field railroad officials 
laughed outright, not even bothering to use their sleeves. 
Gradually the truck began to make serious inroads 
upon the railroads’ domain. While rail officials raved, 
shippers enjoyed the brawl and saved on freight charges. 
Finally the situation became so muddled that Congress 
awoke and placed motor carriers operating interstate 
under the jurisdiction of the I. C. C. Meanwhile, a few 
railroads had acquired a few truck and bus operators. 
When they found it a workable step, and when they 
realized that the Motor Carrier Act endorsed the prin- 
ciple of co-ordinated transportation, these roads increased 
their acquisitions of trucks and buses. Other railroads 
began to follow suit. Today this railroad entry into the 
trucking field threatens to become an invasion. It is 
the most important and significant current development 
in transportation. Even though it may be too early 
to hazard a definite answer, surely it is not chimer- 
ical to ask: “Will the railroads dominate the truck- 
ing field?” In any case, there is plenty of smoke. and 
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occasional tongues of fire; already motor carriers are 
sounding alarms, some induced more by hysteria than 
by facts. 

A heartening aspect to investors and the general pub- 
lic is that in acquiring truck and bus lines the railroads 
have thus far proceeded in an orderly, cautious, and 
business-like fashion. There is nothing reminiscent of 
the spectacular corporate duels waged by the Harri 
mans, Goulds, Vanderbilts, and Villards of an earlier 
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day. Perhaps the prosaic manner in which the acquis: 
tions are being accomplished explains the dearth o 
comment upon what appears a fundamental reorienta- 
tion of our railroads. Furthermore, the I. C. C. keeps 
a practiced eye on railroad financial operations. 

Competent sources estimate that in 1935 our rail- 
roads owned about 43,000 trucks, and indirectly opel 
ate another 23,000; an increase of 70 per cent in truck 
ownership over 1934. In 1923 railroads operated only 
1,600 trucks. This is interesting, in an abstract sot! 
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of way. But if you like Pennsylvania Railroad or 
Union Pacific it’s not much help. Therefore, let’s be 
specific about the railroad acquisition of truck and bus 
lines. But let us at the same time recognize that no 
thorough survey has yet been made of this situation. 
That is, thorough in the sense that the details of every 
truck and bus acquisition is listed, together with I. C. C. 
approval or rejection. Although much of this informa- 
tion has been made public, it is scattered, and difficult 
to track down. However, the writer has followed this 
question carefully for the past eight months and is 
therefore able to draw upon a substantial file of data. 

In examining this situation close observers immedi- 
ately will think of certain roads that have taken the 
leadership. For example, Pennsylvania began to use 
trucks in 1923. Last April this road was reported as 
having invested $1,563,000, directly or indirectly, in 19 
trucking companies, operating 1,700 units, and utilizing 
an additional 1,000 units in which it has no financial 
interest. The Pennsylvania system was then operating 
eighty station-to-station truck routes paralleling its 
lines, serving 955 stations. Today it undoubtedly oper- 
ates more. In 1934 Pennsylvania handled four million 
shipments in pickup and delivery service. Within recent 
months this road has applied to the I. C. C. for permis- 
sion to acquire other truck operations. Moreover, 
Pennsylvania operates 4,000 merchandise containers in 
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co-ordination with trucks, thereby keeping traffic on 
its rails that might otherwise move over the road. 

The Yan Sweringen interests, through the Midamerica 
Co. and the Alleghany Corp., controls the United 
States Trucking Corp., a huge concern operating 
within the New York metropolitan district. The 
Van Sweringens are commonly supposed to be 
heavily interested in the United States Truck Lines, 
which operates 4,000 common carrier truck units through 
various subsidiaries and is active in buying up other 
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truck concerns to round out its program of expansion. 

A year ago the Southern Pacific boasted that it com- 
bines 3,367 miles of highway with its 16,321 miles of 
railway in a co-ordinated service. Today the highway 
mileage is unquestionably greater since this great rail 
system has continued to acquire truck and bus lines. 
In a brief filed with the I. C. C. the Missouri Pacific 
told how between 1929 and 1935 it set up a 4,800-mile 
motor bus system at a cost of $2,275,000, thereby sav- 
ing $3,930,393 through the abandonment of unprofitable 
passenger train service. The N. Y., N. H. & H. R. R., 
through its subsidiary the New England Transporta- 
tion Co. at last reports was operating 206 buses, 
192 trucks, and 78 semi-trailers. The C. B. & Q. R. R. 
has its Burlington Transportation for highway opera- 
tions and the Union Pacific Stages, owned by the Union 
Pacific Railroad, operates freight service over the high- 
ways in Washington, Oregon, Montana and Utah. Great 
Northern Railroad also operates trucks in station-to- 
station service. 

Naturally, the Atchison, Topeka and Santa Fe is 
active in this new transportation development. Through 
several subsidiaries it operates buses in Illinois, Kansas, 
Arkansas, Oklahoma, Texas, New Mexico, Arizona and 
California, and is expanding its highway system. 
Through other subsidiaries Santa Fe has been acquiring 
truck operations, though it is difficult exactly to say 
to what extent. Certainly it is not laggard. 


The B. & O.-Keeshin Deal 


Although the B. & O. has not been active in acquir- 
ing truck operations, it has effected arrangements with 
the far-flung Keeshin Motor Express for store-door 
pickup and delivery, and for the making of joint rates 
for co-ordinated truck and rail service. Incidentally, 
B. & O.’s action is of particular interest in view of the 
Association of American Railroads’ resolution, in 
November, 1935, to the effect that railroads would not 
make joint rates with trucks except where the territory 
is not served by railroad. The purpose of the resolu- 
tion is to prevent one railroad invading the territory of 
another railroad through the instrumentality of joint 
rates with common carrier trucks. Consequently, the 
B. & O.-Keeshin arrangement was considered by some 
as in violation of the resolution. 

Chicago Great Western provoked similar accusations 
when it filed tariffs providing a flat charge for the trans- 
portation of loaded trucks and trailers on flat cars be- 
tween Chicago and Minneapolis-St. Paul. The Keeshin 
outfit is co-operating with Chicago Great Western in 
this new venture. After lengthy and stormy hearings 
the I. C. C. allowed the service. Competing railroads 
immediately reduced their rates to meet the competi- 
tion. Here is a kind of co-ordination not dreamed of 
a few years back. Some authorities expect that it will 
expand rapidly. A Chieago Great Western official esti- 
mated that the new service would yield the road $1,000,- 
000 annually in new revenue. 

A momentous step was taken last April when the 
Union Pacific, Burlington, and Chicago and North- 
western applied to the I. C. C. for authority to acquire 
the Union Transfer Co. as a nucleus for the extensive 
co-ordination of motor (Please turn to page 122) 
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Keep an Eye on Your Convertibles 


When Is It Wise to Convert a Bond and When Not? 


BY J. S. WILLIAMS 





The responsibilities of investors owning 
convertible bonds are twofold. They must 
be constantly on the alert against the possi- 
bility of all or part of their holdings being 
called for prior redemption, and at some 
point during the life of a convertible bond 
it may be more advantageous to accept the 
convertible privilege than to continue hold- 
ing the bonds. Failure to act promptly in 
either of these instances may prove costly. 
Recent events have served to sharply em- 
phasize the need for careful attention to 
convertible and stock-purchase features. 





j investor would do well to bear in mind that when 
a company uses convertible bonds as a financing medi- 
um, it does so in the belief that it may never be neces- 
sary to refund them or retire them with cash resources. 
The convertible feature is specifically designed to take 
care of their retirement. Of course, calculations of this 
nature have frequently fallen short of their mark, but 
of the convertible bonds issued during the past two 
years it appears to be a wholly safe assumption that the 
great majority of them will be redeemed through the 
exercise of the convertible privilege. 

Once the convertible feature becomes of value it is 
a simple matter for the obligor company to compel hold- 
ers to exercise their privilege by calling all or part of 
the issue for prior redemption. Inasmuch as the call 
price will almost invariably be less, perhaps substantially 
less, than the market value of the bonds holders must 
convert or sell the bonds, depending on specific and 
individual factors. As an example, the American Roll- 
ing Mill Co., has recently called for redemption at 
1024 on December 5, all of its outstanding convertible 
debenture 4%4’s due 1945. The issue, selling some 
twenty points above the call price, is convertible into 
40 shares of common stock, selling around 31. Obvi- 
ously, holders will convert into the common stock, 


increasing their annual return from $42.50 to $48, on 
the basis of the $1.20 dividend. As a further induce- 
ment to immediate conversion, holders who convert 
on or before November 14, will receive in full a special 
75-cent dividend declared on the stock. Conversions 
made after that date will receive only a proportionate 
share in this special dividend. In the circumstance, 
prompt action is required by debenture holders if they 
are to receive full advantage of their privilege. 

Another point which should be remembered is that 
once a convertible feature becomes valuable and is re- 
flected in the quoted price of the bonds, the owner of 
a convertible bond is for all practical purposes assuming 
the same market risks as a common stockholder—but 
the common stockholder may be more adequately com- 
pensated for his risk. It was noted in the case of 
American Rolling Mill, that the 40 shares of stock in 
to which holders of the 414% debentures were entitled 
to convert paid a dividend of $48 annually, as against 
$42.50 for the bonds. With the bonds selling at 122, 
or considerably higher than their rating would warrant, 
there is no advantage in foregoing the higher return 
available from the common stock. For the bonds to 
advance further would require a corresponding rise ip 
the value of 40 shares of common stock, so that the 
investor who converted would sacrifice nothing in the 
way of possible price appreciation. 

On the other hand, there is no inducement to volun- 
tarily convert into a non-dividend paying stock. If the 
convertible privilege is of value, holders of course are 
partaking of a stockholder’s risk, but at least he is 
receiving some return on his money. This situation is 
exemplified by the Youngstown Sheet & Tube 31's 
1951. The bonds are selling at 137 and the stock at 86. 
but paying no dividends. Should the stock be placed 
on a $2.50 dividend basis, converting the bonds into 
16 shares would increase the income return from $35 
to $40 annually. Youngstown, however, recently called 
a portion of this issue and holders of called bonds wil) 
be compelled to convert or sell the bonds. If income 
is required the latter course is indicated. 

Frequently convertible issues embody unusual pro- 
visions, a full knowledge of which is essential if holders 
are to avoid losses. The Pure Oil Co., 444% notes 
carry warrants entitling holders to purchase 30 shares 
of stock at $15 a share. The indenture provides that 
the proceeds derived from the sale of stock against war- 
rants must be utilized to retire the notes at 10214. Other- 
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wise the notes may be called at 105. The shares have 
sold as high as 247% this year and undoubtedly a sub- 
stantial amount of these warrants were exercised, as 
witness the redemption of $2,500,000 of the notes last 
July 1. Holders of called bonds exercised their warrants, 
thus providing the company with additional funds for 
retirement of the notes. In other words, the notes are 
practically self-liquidating. 

Most convertible issues provide limitations and prices 
on the convertible privilege. In some cases provision 
is made for conversion at a rising scale of prices deter- 
mined by limitations of time during the life of the 


Worts 414’s 1945, the convertible privilege is deter- 
mined by the amount of debentures outstanding. As 
long as not less than $6,000,000 of the debentures are 
outstanding, the conversion price is $40 a share. If 
less than $6,000,000 are outstanding, but not less than 
$4,000,000, the conversion price is $45 a share. When 
there are between $4,000,000 and $2,000,000 of the 
debentures, the price is $55 a share. Thereafter, the 
price is $60 a share. 

The accompanying tabulation lists a group of the 
larger and more active convertible bond issues, together 
with their salient features, enabling holders to determine 








































































































bonds. In the case of Hiram Walker-Gooderham & the proper course of action. 
e 
Convertible and Stock Purchase Bonds 
- a oo Recent Current Common Divi- aries cl Saas atin eae 
Price Yield Stock dend 
REE nos Se _ Price COMMENTS 
Allis-Chalmers Mfg. Convertible into 28.57 shares of common. Company recently called $5,000,000 
Conv. deb. 4s, 1945 : 191 2.0 67 1.50 debs. Holders should convert to obtain larger return available from common. Divi- 
dends likely to be increased, and current earnings may exceed $2.75 a share on the 
tes, common. Call price 103. ey oo ce a Px eae 
American Rolling Mills Entire issue called for redemption on D ber 5,next. Holders converting at once 
CONV: COU, 4148, TIES. 5. cece esc ae 126 ee 32 1.20* will receive 40 shares of common and be entitled to 30-cent regular and 75 cent extra 
dividend, less portion of fomer accrued since Oct. 15. Accrued interest will be 
Ss Se paid on debentures to date of conversion. Se As. bees ade 
Chesapeake Corp. Convertible into 20 shares of Chesapeake & Ohio Rwy. stock. Immediate conver- 
BOE RTT as coco eslaslW 2S os orivaes 152 3.2 76 2.80* sionadvisable. C. & O. will pay 1 $1 extra dividend in cash and another extra of $2 
in new 4% preference stock. Giving effect to extras, the 20 shares will have paid 
ee = $116 in dividends in 1936 as against $50 received in bond interest. Call price $105. __ 
Chesapeake Corp. Convertible into 22.75 shares of Chesapeake & Ohio Rwy. stock. Immediate 
SATU T oi oiahsad eee Sock dae cease 173 2.8 76 2.80* conversion advisable to gain advantage of larger return. (See remarks in connection 
ae with 5s, 1944). Call price 100. a i 
International Cement Holders may convert into 28 shares Lone Star Cement (new name) common plus 
OE | 163 2.7 58 2.00 cash equal to 4/7 of a share. After Jan. 1 next, only 25 shares will be offered. 
On the basis of present prices for the stock, bonds will decline nearly $200 in value 
after Jan. 1. Holders should convert to avoid loss and to increase income return. 
_ Call price 103. __ ce /_ 
Great Northern Rwy. Convertible into stock at $40 a share. No inducement to convert at this time. 
Tae ee. a 120 3.3 43 None _ Bonds have price appreciation possibilities but other obligations of the road yield 
> gee return. Shares may earn $3.75 this year against $2.87 in 1935. Call price 
Great Northern Rwy. Convertible into stock at $75 a share. This privilege has no value at the present 
ee et | 108 a7 43 None time, and bonds are selling mainly on their investment worth. Attractive for in- 
" come. Call price 105. = 
National Dairy Products Warrants attached to the bonds enable holders to purchase 10 shares of common 
Dab: 3948; 951 COW. Ws oivcccccceces 107 3.5 26 1.20 stock at $25 a share until May 2, 1938; thereafter to May 1 ,1940 at $28. Shares 
may earn the equivalent of $2 each this year. Bonds may be held for price enhance- 
> ment. Call price 105. a 
N.Y. Central R. R. Bonds convertible into 25 shares of stock and at present levels are selling on a parity 
rrr 116 524 46 None with the stock, thus minimizing the possibilities of loss should they be called at 
105. After May 10, 1937, conversion price will be increased to $50, or 20 shares. 
a —. Bonds may be held but close check should be kept on price differentiai. = 
Pure Oil Co. Attached warrants permit holders to purchase 30 shares of common at $15 each. 
4% Notes, 1950 (W. W.)............... 115 3.7 18 None Proceeds used by company to retire notes at 10214. Otherwise call price is 105. 
Last July $2,500,000 notes were retired. Holders should watch carefully for notice 
: es a i Tce ——- of call to avoid substantial loss, and be prepared to sell the notes or exercise warrants. 
Remington Rand Attached warrants permit holders to purchase at $25 a share up to Mar. 1, 1938 
Deb. 414s 1956 (W. W.)............... 108 3.9 21 0.60* and at higher prices thereafter. Warrants have been without value thus far this 
year. May have potential worth but bonds of similar quality can be obtained to 
—— ~ yield larger return. Call price 105. _ aes aS 
Republic Steel Convertible into 45 shares of common. Bonds quoted above parity price and com- 
Conv. 41s, 1950. . Kesxatadiwentss 118 3.8 24 None mon should sell about 2 points higher to warrant quoted level of bonds. Absence 
of early dividend prospects for also p advisability of converting. 
sos ae Call price 105. ; ames : uae 
Studebaker Corp. Convertible into common at 12.50 per share. Bonds have interesting speculative 
ee a ee 120 5.0 15 None possibilities, but are distinctly second grade. Interest of 3% annually is a fixed charge 
and the balance payable out of ings at discretion of di , until Jan. 1, 1938. 
: _ Bonds are quoted ‘“‘flat."" Call price 100. : ae! 
Union Oil Convertible into 40 shares of common stock. Stock would have to sell above 29 
OO ee | 117 3.4 23 1.00 to justify present levels for the bonds. On this basis debenture issue is ttractive 
and overvalued, in relation to indicated possibilities that would justify current pre- 
; " mium. Call price 102%. : eg MEAN eer 
U.S. Pipe & Foundry Convertible into common stock at $42 a share. Company recently called $2,000,- 
Conv. Deb. 31s, 1946................. 134 2.6 55 1.50 000 debentures, forcing conversion. Company should earn upwards of $3 a share 
this year. Any increase in dividend would make it attractive to convert to obtain 
ae higher yield. Call price 102%. __ an as 
_ Walker-G, &W. Original issue of $8,009,000 will be reduced to $6,000,000 by Dec. 1 retirement 
a eS) |. 110 3.9 44 2.00 by call at 104. Convertible into common at $40 as long as $6,000,000 outstand- 
ing; less than $6,000,000 and more than $4,000,000 convertible at 45 and convert- 
ible price becomes progressively higher as bonds are retired. Company earned 
era oncommon this fiscal year. Conversion would increase yield to $50 per $1,000 
Rec ien_ x a ond. : wd Bee: We wo as ee 
ae mag Sheet & Tube Convertible into 16 shares of common. Company has already forced conversion of 
er 137 2.6 86 None $3,000,000 bonds by call at 104. Shares may earn more than $7 and full liquida- 
tion of preferred arrears would pave way for dividends. No immediate advantage 
a in converting but call notices should be watched closely. 
~ Foundation Convertible into 33 shares S.S. Kresge common. At present time there is no inducee 
ORY: 97, WAGES, TIES: oss ies secescs 112 3.5 28(a) 1.00* ment to convert, parity price being $30.30 for the stock. Call price 10314. Bonds 


may be held, although premium is substantial, 








*Plus extras. (a)—S. S. Kresge, common. 
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Third Quarter Statements 


What They Indicate for the 


Fourth Quarter and 1937 


By EDWIN 


Has output on the part of steel, automobile, elec- 
tric power and other industries was indication enough 
that the present year would go down as an exception in 
that no normal summer recession in business developed. 
Earning power, however, is a matter which must always 
remain in doubt until the arrival of concrete figures and 
there were those that feared that all the activity might 
be relatively profitless. Now that such figures are 
available these fears are proved completely groundless. 
Not only was the summer a period of business activity, 
but it was a period during which business garnered truly 
remarkable profits. Corporations of all kinds and 
descriptions reported earnings for the third quarter of 
1936 far ahead of those shown for the third quarter of 
last year. Yet, while stockholders are naturally grati- 
fied, it is not strange that there 


A. BARNES 


period a substantial loss was shown. An immediat 
reflection of the improvement was the restoration of 
the full quarterly dividend on the company’s 7 per ceni 
preferred stock and the declaration of $2 a share on the 
same stock to be applied towards the reduction of 
arrears. In view of the continued high operating rate 
of the steel industry and, knowing of the optimisti 
plans of the automobile industry and the orders being 
placed by other consumers of steel calculated to sustain 
steel operations, United States Steel is expected to cui 
down further on the preferred dividend arrears before 
the year end. This, of course, is the more likely owing 

to the tax on undistributed corporate earnings. 
Other steel companies made an equally impressive 
showing. Youngstown Sheet & Tube earned the equiva- 
lent of $1.79 a share of com- 





is a tendency to look ahead and 
wonder whether the present 
quarter can make as good a 
showing. Because of this, the 


Leading Company Reports for 
the Third Quarter 


mon stock in the third quarter 
of this year, compared with 
$0.31 in the September quarter 
1935; Jones & Laughlin the 


third-quarter statements, inter- Third Third Full equivalent of $1.46, while las! 
esting in themselves, are doubly Se See Ck. year it failed to cover preferred 
so for the clues to the future  arttis-cheimes........_... $0.61 $0.96 $3.50 dividend requirements; Inland 
they afford. Am. Brake Shoe & Fdy.... 0.37 0.78 3.00 Steel’s earnings in the third 
Companies in consumers Am. Tel. &Tel. (co. only)... 1.70 2.31 9.00 quarter of this year at $2.52 4 
goods were the first to forge Atlantic Refining......... 0.38 1.08 2.80 share were not far from double 
ahead from the depths of de- Atlas Powder. ........... 1.11 1.15 4.50 those reported at this time last 
pression—a spurt which left Beech-Nut Packing........ 1.36 1.80 5.60 year. Other steel companies are 
companies in heavy fields com- Bendix Aviation.......... 0.16 0.12 1.50 likely to be more generous to 
° Bethlehem Steel.......... 0.75 0.84 1.90 : 
pletely outdistanced. It has sieccliatihian, pre iiae poe their stockholders for the same 
been remarked often that con- Ceamuvrots.... eat mag_~—=nae~—‘Feasons of increased busines 
sumers goods companies, al- Commercial Solvents...... 0.18 0.22 oss and sustained profits that are 
though they might continue to Consol. Edison of N.Y... 0.04 0.29 2.40 expected to induce United 
do well, would certainly cease Com Products Refining... 0.84 1.01 3.80 States Steel to pay another divi- 
to lead the procession if the re- Du Pont de Nemours...... 1.48 2.04 8.00 dend before the close of 1936 on 
covery cycle were to be com-_ Faton Manufacturing... ... 0.32 0.72 3.70 account of preferred arrears 
pleted. There is now unmis-  Flettic Bond & Share. .... nia reed 0.20 The action actually taken, of 
takable evidence that this is Electric — Light... . . def 0.14 0.50 course, will depend upon the 
actually happening. Just look a = a 330 status of the individual com: 
; A General Electric.......... 0.20 0.34 1.30 . ss ; ' 
at the third-quarter reports Of Generel Foods........... aias ose 2.79 |‘ pany: in some cases it will meat 
some of the companies in heavy General Motors.......... 0.66 0.75 5.40 no more than the initiation of 
industries. The United States General Railway Signal... 0.77 0.61 Ne preferred dividends, while 1 
Steel Corp., for example, re- Hercules Powder......... 0.89 1.72 6.00 others it should mean extras on 
ported a net profit not far from Industrial Rayon.......... 0.25 0.77 2.10 the common stock. 
fourteen million dollars in the  !nlendSteel.............. 1.95 2.52 8.50 Manufacturers of building 
third quarter of this year, while ?°h*Meville....-.----- _ — 4.50 products constitute another 
for the corresponding previous heavy division where recent 
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in General Electric earnings 





earnings statements afford con- 
crete evidence of progress. 
Johns-Manville’s earnings for 
the third quarter, just under $2 
a share, were more than double 
those reported in 1935, while 
gains almost as large were regis- 
tered by United States Gypsum. 
Last year at this time, these 
and other companies in the 
same general field, were hamp- 
ered by price-cutting in certain 
important items. This situation 
is now much improved and, al- 
though the fourth quarter is not 


Jones & Laughlin......... 
Lone Star Cement......... 
Loose-Wiles Biscuit Sie 
Mathieson Alkali......... 
Monsanto Chemical... .... 
Motor Products......... 
National Cash Register... .. 
National Steel........ 
Pennick & Ford.... 

Procter Gamble ee 
Republic Steel............ 


usually the most profitable sea- Shenley Distillers... 
son, the present three months ‘S*#eerd Oil. .... 
: : BUOWMIMODS 5 ois eens es 
should produce earnings in ex- 
Standard Brands........... 
cess of those shown last year. 
. ae 


The cement industry, as typified 
by the Lone Star Cement Co. 
in the accompanying table, like- 
wise has been doing better. 
Earnings of this company for 
the full year 1936 are placed at 
well over $3 a share and it is 
thought that the next dividend 
declared may well be in excess 
of the $0.50 a share declared for 
the last quarter. 


Texas Gulf Sulphur........ 
Tide Water Associated..... 
Underwood-Elliott-Fisher. . . 
Union Carbide. ...... : 
Union Oil of California... . 
United Biscuit....... 

SS. GyGeO ssn... es ie. 
United Gas Improvement... 
Westinghouse Air Brake. . . 
Youngstown Sheet & Tube.. 


Ne—No estimate possible. 
Reported. 


Leading Company Reports (Cont'd) 


e—Official estimate. 


from twenty cents a share in 
the third quarter of last year 


Third Third Full to $0.34 in the third quar- 
Quarter Quarter Year P 
1935 1936 1936Est. ter of 1936 and the gain by 
$0.40 $1.46 Nii = Westinghouse from $0.96 a 
mites — $3.20 share to $1.20 is largely a 
on pov = reflection of increased orders for 
jane alee an heavy equipment. With elec- 
pe a an tric power output at new high 
at eae +00 records and with | the prospect 
1.06 4.86 5.50 that the public utilities will em- 
0.51 0.78 3.70 bark upon extensive expansion 
0.53 1.01 Ne and renovation programs as 
0.85 0.66 1.60 soon as the political pressure is 
1.64 1.44 6.00 relieved a little, it would seem 
— — 1.90 that the peak demand for heavy 
0.25 0.54 1.50 . . . 
electrical equipment were still 
0.25 0.29 1.20 . 
far ahead. In the meantime. 
Nr 1.31¢ 380 1 oth G 1 Electrj 1 West 
0.47 “ie apm bot renera ulectric and West- 
0.27 0.39 1.20 inghouse are in a particularly 
0.72 0.85 4.40 favorable position in that they 
0.68 0.90 4.00 can count on a sustained de- 
0.24e 0.55¢ 1.20 mand for their lighter lines just 
0.53 0.87 2.80 on the basis of increased pur- 
— — 3.80 chasing power for the popula- 
ame pe 1-10 tion as a whole. However, in 
. S 1.20 : : ; 
their particular case the light 
0.31 1.79 7.00 


lines will be lifted over and 
above expectations in the event 
of normal activity in residential 


Nr—Not 





The anticipated boom in 
building, while possibly to some 
minds slow in getting underway, is nevertheless a very 
real prospect. Apart from the fact that such a develop- 
ment unquestionably would bring a further material 
measure of prosperity to such companies directly inter- 
ested as have been mentioned above, it would benefit 
a wide range of other companies. These would include 
manufacturers of furniture, floor-coverings, textiles of 
different kinds and, of course, makers of household elec- 
trical equipment. 

There are many manufacturers of household electrical 
equipment, some of which stay strictly within that field. 
The bulk of the business, however, is done by the two 
giants, General Electric and Westinghouse Electric, and 
the business of these is so diverse that one cannot 
classify either as being predominantly in producers’ 
goods or predominantly in consumers’ goods. As a mat- 
ter of fact they are in both divisions to an extent that 
they afford, within a single company, an interesting 
illustration of the divergence between a light industry 
and a heavy industry in emerging from a depression. 
Four or five years ago, what little business General 
Electric and Westinghouse were doing was almost en- 
tirely in such things as electric light bulbs, small motors, 
electric refrigerators, irons and the like. This failed to 
keep Westinghouse in the “black” and General Elec- 
tric’s earnings dwindled alarmingly. As recovery got 
underway, the demand for household apparatus soared 
and now all old records have been broken. The demand 
for big generators, motors and similar equipment, how- 
ever, was long a laggard and it is only within the past 
year or two that this, the heavy division, has been 
contributing materially to profits. The improvement 
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construction. 

This summer, of course, was a great period for the 
automobile companies and General Motors’ earn- 
ings of $0.75 a share in the third quarter, com- 
pared with $0.76 last year, shows it. It was also 
a great period for companies concerned directly 
with the manufacture of automobiles and with some 
few exceptions reports of the automobile accessory com- 
panies have been very gratifying to stockholders. There 
is every reason to believe that the automobile com- 
panies and their dependents, the accessories, will be 
even more active for the balance of this year than they 
were in 1935. Profits generally should be larger, al- 
though they will not be as much larger as they would 
have been had selling prices not been reduced in the 
face of higher costs. 

Although no figures are available for some of the 
largest entities in the field, the statements of the oil 
companies for the third quarter that are available re- 
flect the greater number of new cars on the road and 
the increased use being made of motor transportation 
of all kinds. They also show that nothing untoward 
happened to the oil price structure during the period. 
Atlantic Refining earned the equivalent of $1.08 a share 
of common stock in the September quarter this year, 
compared with only $0.38 a share in the same period 
of 1935. Union Oil of California’s official estimate was 
$0.55 against $0.24 last year. The Texas Corp.’s 
official estimate was $1.31 in the third quarter this year 
and, while no comparison is available, the company cer- 
tainly did much better than in 1935. With the con- 
sumption of oil and it derivatives pointed towards new 
all-time high records, the (Please turn to page 117) 
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Understanding Today’s Market 
Fluctuations 


Recent Price Moves of Leading Issues Interpreted 


BY FREDERICK K. DODGE 


tiie: manifestations in the stock market in 
the fortnight prior to the election have been most inter- 
esting in character. There has been a veritable tug-of- 
war between psychological forces and those of more 
fundamental import. Uneasiness over the possibility of 
war in Europe and worry over the proximity of our 
National election have been factors calculated to affect 
market sentiment adversely; while third quarter earn- 
ings more than fully up to expectations and the 
great majority of trade reports in the favorable column 
were influences of the more solid type. In this battle 
between the “temporary uncertainties” category of mar- 
ket factors and those of the fundamental description, 
the former for the most part have gained the ascendency, 
and prices have receded somewhat from the mid-October 
highs. 

In this period of backing and filling there has been 
one technical manifestation of real significance to those 
who study the price movements of a comprehensive list 
of securities. This is the remarkable display of rota- 
tional interest. Such market action usually means that 
the technical position of the market as a whole is not 
rapidly deteriorating as an intermediate advance pro- 
gresses. It permits consolidation or digestion of gains 
and gives greater confidence in the underlying strength 
of the entire market than otherwise would be possible. 


For example, in the early stages of the general advance 
that began October 2, following the “line” formation 
briefly commented upon in this article in the October % 
number of THe Macaztne or WALL Street, the rails 
and the rail equipment stocks were particularly strong 
on substantially greater volumes of turnover. Rapid 
appreciation occurred in nearly all issues in these two 
important groups. Over the past fortnight these stocks 
have generally failed to do as well as the rest of the 
market, in fact, most of them have been going through 
the process of technical readjustment. Technical indica- 
tions so far displayed, however, do not suggest that 
other than consolidation or digestion of previous gains 
in these two closely related groups of stocks is taking 
place; in other words it is not indicated as yet that the 
primary or secondary uptrends in the rails and rail 
equipments are no longer in effect. There is simply the 
implication that psychological factors affecting the mar- 
ket as a whole have come into play and that these issues 
are digesting their substantial advances of the recent 
past. 

Meanwhile, other groups and individual issues have 
also received the rotational interest of investors and 
speculators. In the copper and mining section of the list 
such leading issues as American Smelting, Anaconda, In- 
ternational Nickel, and Kennecott have shown a transi- 





Keeping Up with the Active Stocks 








Shares Annual Earnings Interim Earnings Price Range 

Outstand- _—Divi- Recent Approx. A a —— 4935 —. x 1990 

ing dend Price ie 1934 1935 1935 1936 High Low High Low 

Socpny-Vacum.................... 31,151,075 -45(1) 16% 2.8 0.77 0.72 pears bis 15% 10% 17% 12% 
I NOU ooo oes wisi osu adc a ck eer 42,871,580 3.00° 72%, 4.2 1.99 3.69 1.85je6 3.17je6 5934 265 74%, 53% 
DDEMB ele i sasGhabesssuucaasencdnse 13,897,209 Rese 11 d0.10 d0.04 0.05je6 0.01je6 133% a 14%, 9% 
Cc Ith and Southern.............. 33,673,325 ne s ‘vee d0.05 0.01 d0.02ag12 0.07ag12 3 %, 514 2% 
St'd Oil of New Jersey................... 25,856,081 -75(1) 673% 1.1 1.76 2.43 cess oon 52%, 35%, 70 51% 
Paramount Pictures....................... 1,610,452 .... 161%, erie 0.79 0.83je6 dO.43je6 12 8 161 ™% 
MN ok vat sos nook sexkus-cw asc 8,703,252 seam 75% Pye d5.39 d2.77 d1.79je6 0.42je6 50% 27% 19%, 46% 
SC eee . 11,476,527 2.25° 45% 4.9 2.18 2.01 2.11je12 1.97je12 343%, 15% 47%, 27% 
North American Co...................... 8,575,335 1.00 32% 3.1 1.04 1.35 1.13je12 1.52je12¥% 28 9 35% = 23% 

Anaconda Copper................... 8,674,338 -75(1) 46% 1.6 0.22 1.29 0.60je6 0.67je6 30 8 474, 28 

Montgomery Ward...................... 4,565,004 -60(1) 571% 1.0 0.18ja12 1.72ja12 1.72ja12t 2.65ja12t 40/2 2134 5814 355% 
IS ress ht 08 a 3,701,091 .... 14%, d0.77ag12 .07ag12 0.02my9 0.60my9 103 2%, 1452 9% 
(1) Paid or payable this year. * Including extras. d—Deficit. +t Earned $1.40 sh. 6 mos. July vs. $0.81 sh. yr. ago. je6—6 months ended June 30. 


je12—12 months ended June 30. j112—12 months ended July 31. 


months ended August 31. 


ja12—12 months ended January 31. 


My9—9 months ended May 31. Agi2—12 
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as Continental Baking A, and General Baking 








have been strong marketwise in conformance 
with the far better outlook for profits in their industry. 

In any period of rotational interest in stocks the 
trader is faced with the necessity of making careful 
selection of issues for commitments and properly tim- 
ing purchases and switches, if he would take full advan- 
tage of his opportunities for profit. Accompanying this 
article is a chart placing one above the other graphs of 
the price and volume movements of U. S. Steel, and 
Bethlehem Steel. The two price series are plotted to a 
logarithmic scale so that amplitude in fluctuations mea- 
sures percentage advances and declines. By this method 
a very helpful comparison can be made of the relative 
movements of U. S. Steel in the markets against the 
common stock of the company’s closest competitor, 
Bethlehem. 

There was little interest in either of these two issues 
in the interval between the April lows and July lows 
of the general market. It was apparent, however, by 
July 11, that the April low prices for both U. S. Steel 
and Bethlehem had been tested nicely, and with news 
of the industry becoming distinctly bullish, a com- 
mitment in one or the other of the stocks was indicated. 
But which one promised at about that time to provide 
the greater profits over the near-term? Let us take a 
look at our graphs. It will be noted at once that, 
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following the July low points, Bethlehem advanced 
much more easily than did U. S. Steel. Moreover, it 
will be seen that whereas Bethlehem volume of turn- 
over increased rather consistently as its price advanced; 
for a time activity in U. S. Steel declined, and only 
stepped up at the end of the rise which culminated in 
the two stocks on July 28. A comparison of the volume 
changes in this interim indicated rather clearly that 
Bethlehem had somewhat the advantage over U. S 
Steel in increase of market interest at the time. 
Following a short technical readjustment in both 
stocks, Bethlehem closed at a new high for the move 
since April on Friday, August 7, on high volume of 
turnover. Meanwhile, U. S. Steel failed to do quite as 
well, and what is more important, turnover in the stock 
did not even approach the levels seen near the previous 
high point of the intermediate uptrend which began at 
the April low. This was still another indication that 
the advantage lay on the side of a commitment in 
Bethlehem. The stock was rising much more readily 
than was U. S. Steel, and market interest was growing 
far more rapidly. What followed is depicted on the 
graphs. From August 8 to October 1, Bethlehem 
advanced about 10 points or roughly 17 per cent, U. S. 
Steel 2 points or about (Please turn to page 126) 








HARBISON-WALKER + 


GENERAL REFRACTORIES 





Two Refractory Makers Compared 


Rising Demand from Heavy Industries Gives 


Promise of Continued Earnings Uptrend 


BY J. C. CLIFFORD 


—— are scores, possibly hundreds, of occupations and 
businesses in this country of which the average man 
never heard and whose results he has never seen. Some- 
times newspaper accounts will bring out an unusual oc- 
cupation and the reader will ponder awhile on the 
strange ways by which some people make a living and 
then promptly forget the whole thing. Although the 
manufacture of refractory materials is not as obscure as 
some businesses, it is certainly for its size a matter about 
which little is known outside the relatively small imme- 
diate circle of producers and users. Though a man at 
one time or another has looked into a locomotive fire- 
box, a furnace of some kind, and noticed that it was 
lined with brick, he probably never realized that it was a 
very special kind of brick—a brick that wears out and 
whose periodic renewal constitutes a big business. 

“Refractory” implies resistance to heat; a good re- 
fractory brick must be able to withstand excessive tem- 
peratures, the attack of corrosive gases and still be strong 
enough to resist the crushing weight of whatever may 
be built upon it. 

Because there are so many different kinds of furnaces 
and systems of heat treating various materials, refrac- 
tories, too, are of different kinds. There are clay, silica, 
magnesite, alumina, chrome and other bricks. They are 
made in dozens of shapes and sizes in accordance with 
the contours of the vessels they have to line. 


Leaders in Basic Industry 


The two largest manufacturers of refractories in this 
country are Harbison-Walker Refractories Co. and Gen- 
eral Refractories Co. Between them, these two compa- 
nies are selling well over twenty million dollars worth 
of refractories a year—a business by no means inconse- 
quential. Both companies produce much of their own 
raw materials. Harbison-Walker, which is the larger of 
the two, has some 116,000 acres of fireclay, ganester and 
silica rock properties. General Refractories has a con- 
siderably smalier acreage, but even so the reserves of 
raw material are calculated to last the company many, 
many years. 

The business of making refractories is even more basic 
than the majority of those usually included in a list of 
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“heavy” industries. Steel rails and shapes, for example 
are typical heavy products, but the demand for them 
has got to actually materialize or be an almost certain 
prospect before a steel maker begins to rehabilitate his 
furnaces to meet the need for an increased output. In 
other words, when the demand for heavy steels was at a 
minimum as it was in 1932, the steel people were not 
standing around with their plant all polished up waiting 
for customers. No, what they did was to close down 
unnecessary plant and spend just enough on it to keep 
it from deteriorating completely. 

As what has been said of steel was true also of copper, 
lead and zinc operations and of the pottery, cement and 
glass industries, of the railroads and indeed of almost 





Nesmith 
Increasing activity in steel plants means increased sales for 
Harbison-Walker and General Refractories. 


THE MAGAZINE OF WALL STREET 














PRICE PER cUADE 

















fr 


eve 
the 
as | 
long 
wer 
oth 
seve 








ple 
hem 
tain 

his 

In 
ata 
not 
ting 
WD 
‘eep 


per, 
and 


10st 


a 
it 





for 











This is because the cost of the firebrick is su 
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small an item in the construction or upkeep 
of a steel plant, or wherever else it is used, 
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that quality is the big thing; the consumer 
buys the brick that stands up best under his 
own particular conditions. 
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GENERAL {]] HARBISON- 
REFRACTORIES 


[ Nor is the business carried on by Harbi- 
| son-Walker and General Refractories exclu- 
sively a domestic affair. Important quan- 
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tities of raw material are imported from 
abroad. Chrome ore, for example, is im- 
ported from Cuba, South Africa and Greece 
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and, having been mixed with other materials 
to form the finished brick, it might well com- 
plete its destiny in some foreign fire-box. A 















































few years ago Harbison-Walker acquired 
even more of an international flavor by ub- 
taining exclusive American rights to a Ger- 
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everyone, it is quite apparent that the depths to which 
the refractory business sank were appalling. Moreover, 
as both Harbison-Walker and General Refractories had 
long been pursuing a policy of vigorous expansion, they 
were caught with financial positions weaker than might 
otherwise have been. While Harbison-Walker borrowed 
several millions from the banks and found it necessary 
to pass the dividend on its preferred stock, the position 
of General Refractories became desperate when a 
$5,000,000-note-issue matured a few days before the bank 
holiday in 1933. However, the company was extricated, 
albeit at heavy cost to the common stockholders. 

This brief sketch of depression experiences has been 
introduced because it serves as such a marked contrast 
with conditions today. Instead of closing down fur- 
naces, steel makers are opening them; copper producers 
are moving their operating schedules closer to capacity; 
the glass business is booming; railroads are putting more 
locomotives in service to take care of the increased 
freight and passenger traffic; indeed, they have actually 
begun to buy some new ones. It may be said that there 
is hardly a single industry in the United States whose 
activity has not increased and, as almost every industry 
functions through the application of heat somewhere 
along the line, it is quite apparent that the demand for 
refractories has increased greatly. 

Moreover, from every indication it is likely to con- 

tinue to increase. Business generally appears to be defi- 
nitely on the upward trend and, with almost unlimited 
supplies of fuel in the form of stagnant bank deposits, 
the chances are against any interruption for some time, 
at least. And from this point it should be noted that 
business improvement is expected to emphasize the 
heavy industries more and more. This means more 
active steel and other metal operations, greater activity 
in building and in the expansion of plant—all of which 
makes for an excellent outlook for refractory volume. 
- Not always, however, does increased volume mean in- 
creased profits, but in the case of the refractory com- 
panies fears lest there be price-cutting, or that it will be 
found impossible to pass along increased costs to the 
consumer, are hardly warranted. 
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For the various reasons mentioned, the 
refractory companies obviously have made 
rapid strides over the past few years; the extent of the 
gain, however, will be best appreciated from a few sig- 
nificant figures. Both Harbison-Walker and Genera] 
Refractories lost money in 1932 and the former’s com- 
mon stock sold within an eighth of six dollars a share. 
while the latter fell below two dollars. Today, Harbi- 
son-Walker is close to fifty and its smaller competitor 
is even higher. Naturally, so sensational an appreciation 
must have a foundation in earning power. Harbison- 
Walker’s earnings last year were equivalent to $1.20 a 
share on the outstanding common stock; for the first 
nine months of 1936 an official estimate places earnings 
at a figure equal to $1.66 a share of common. In 1935 
General Refractories earned the equivalent of $1.44 a 
share of common and for the first nine months of this 
year the equivalent of $2.32 a share. 

Dividends are being paid by both. Harbison-Walker 
so far this year has distributed $1.25 a share to its stock- 
holders, the last distribution being $0.50 paid in Sep- 
tember. General Refractories has paid $1.50 a share so 
far in 1936, the last payment being $1. On the basis 
of estimated earnings for the full year, it would seem 
that as much as $2 a share could be expected from Harbi- 
son-Walker and, say, $2.50, from General Refractories. 

Final payments to bring (Please turn to page 121) 











Refractory Companies Compared | 


Harbison- General 
Walker Refractories 
Plant investment (net)........ $35,290,294 $11,990,314 
COT ON RINE ono oc 5s os cts $1,046,471 $393,588 
Funded debt................ Nil $2,850,000 
Preferred stock outstanding.... $3,000,000 Nil 


Common stock outstanding.... 1,380,000 shares 454,281 shares 


1935 net income............ $1,805,669 $654,857 
Per share of common......... $1.20 $1.44 
1st nine mos. 1936 netincome. $2,431,600 Est. $1,052,308 
Per share of common......... $1.66 $2.32 


Note. Balance sheet items for Harbison-Walker are as of 12/31/35: for 
General Refractories as of 6/30/36. 



































THE BUSINESS ANALYST 





Jahking. the Pulso of. Business 


A NUMBER of factors appear to 
have contributed to the rather pro- 
pounced recession in Business Ac- 
tivity during the past five or six 
weeks from the recovery high of 
97.57%, reached during the third 
week of September, down to about 
91.5% of normal on a per capita 
basis. Practically all components 
of our index, except coal production 
and consequently car loadings, have 
participated in the reaction: yet, 
viewing the country as a whole, the 
total physical volume of production 
is still 23% ahead of last year at this 
season and reaction appears ending. 
Probably the chief influence 


— Employment Gains 
— Building Increases 
— Metals More Active 


— Tire Outlook Improves 


to a prolonged era of expanding 
prosperity, punctuated now and 
then by temporary periods of com- 
paratively mild recession. To be 
convinced of this one has only to 
consider the enormous cumulative 
shortage in housing and in other 
capital goods, and the huge expan- 





in checking the forward move- 
ment of business during recent 
weeks has been a delay in get- 
ting into production on next 
year’s motor car models. Ford 
in particular, who originally 
planned to close down assembly 
lines for only a week, is experi- 
encing unforeseen difficulties 
which exert an adverse influence 
upon the industry as a whole 
and upon other lines of activity 
coming into business contact 
with the production and ship- 
ment of automobiles. Unsea- 
sonably mild weather has also 
been a contributing factor, as 
have doubts aroused by an un- 
usually acrimonious _ political 
campaign. Still another dis- 
turbing influence has been a re- 
cent falling off in the volume of 
orders placed for merchandise 





and capital goods—a natural 
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and increased production, the sup- 
ply has been nearly doubled; so that 
now we are wondering what, if any. 
thing, can be done to avert an ulti- 
mate world-wide inflation in bank 
credit, with the consequent business 
boom leading to another major 
depression. 

So far as nearer term prospects are 
concerned, however, there seem to 
be enough uncertainties on the hor: 
zon to render it rather doubtful if 
business for the closing three months 
of the year, even though consider- 
ably ahead of the corresponding 
1935 period, will be quite so good, 
on the whole, as during the 
third quarter of the current 
year. Rising commodity prices 
in this country, which have been 
helpful in stimulating advance 
orders for goods, appear to have 
been halted for awhile by the 
recent devaluation of foreign 
currencies. Thus the Bureau of 
Labor’s index of wholesale com- 
modity prices has _ remained 
practically stationery for over a 
month, and our own index of 
Raw Material Prices has begun 
to show mildly reactionary ten- 
dencies. Cotton in particular 
appears to have come under the 
depressing influence of devalued 
currencies, as is quite natural in 
view of the circumstance that 
approximately 25% of our ex 
ports of that staple for two 
months prior to devaluation 
went directly to the gold bloc 
countries which, following de 








aftermath of abnormally heavy 
bookings during the past few 
months, which had been prompted 
by delays in delivery and by fears 
of labor trouble and rising prices. 
So far as the longer range outlook 
is concerned there is little reason to 
doubt that we are well on the road 


sion in the world’s credit base cre- 
ated by practically universal de- 
valuation of currencies during the 
depression. During the boom years 
of 1928 and 1929 everyone was 
lamenting the shortage of gold. 
Meanwhile, through devaluation 


valuation, are faced with a 40% 
higher import price. Any substan- 
tial weakening in the domestic price 
of cotton will cause a withdrawal 
of orders for cotton cloth, the pro 
duction of which enters into the 
leading business activity indexes. 
There is also a rather strong pos 
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sibility of increasing labor trouble, 
now that the elections are out of 
the way, and, as the year draws to 
a close, business will have a new 
Congress to begin worrying about, 
not to mention the possibility of 
further European war scares. 

On the other hand, most of the 
important business reports which 
have come to hand since our last 
issue are distinctly favorable. Non- 
agricultural employment in Sep- 
tember was the heaviest since the 
banking holidays and more than 
two millions ahead of last year, with 
annual payrolls showing an increase 
of $3,100,000,000. Building permits 
for September increased 111% over 
September, 1935, in estimated cost, 
bringing the cumulative gain for 
nine months up to 129%; while de- 
partment store sales in the New 
York area for the first half of Octo- 
ber rose 8.4% over the correspond- 
ing period a year ago. Earnings of 
the first 76 industrial companies to 
report for the third quarter were 
{7% ahead of a year ago. 


The Trend of Major Industries 


STEEL—Recent moderate reces- 
sions in the steel ingot rate, though 
attributed to election uncertainties, 
are significantly of less than normal 
seasonal proportions. Heavy re- 
leases on orders already booked for 
automobile steel are expected to ap- 
pear soon and thus enable mills to 
operate at a comparatively high rate 
up to the year-end holidays. De- 
mand for plates, bars, sheets and 
shapes in most districts is equal to 
capacity, with tin plate mills op- 
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erating at 95%. The recent indica- 
tins of increases in steel wages, 
especially in the lower paid brackets, 
will doubtless be followed through- 
out the industry, and very likely 
will lead to higher prices on finished 


steel for next year’s delivery. 

TIRES—The international com- 
mittee has raised the rubber export 
allowance to 70% of basic quotas 
for the first six months of 1937, com- 
pared with the present 65%. This 
will provide an average monthly 
supply of around 80,000 tons, an in- 
crease of about 8%, and so avert 
any unreasonable advance in the 
cost of crude. Meanwhile manu- 
facturers here have announced an 
average increase of about 5% in the 
price of tires, following the promul- 
gation of a code of fair trade prac- 
tices for the industry, which meets 
approval of the Federal Trade Com- 
mission. These three recent devel- 
opments combine with expanding 
demand to create an unusually en- 
couraging outlook for the tire in- 
dustry. 


CONSTRUCTION — Thomas S. 
Holden, vice-president of F. W. 
Dodge Corp., looks for further broad 
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recovery in the building industry 
next year, with the brightest pros- 
pects in bridge and factory con- 
struction outside the urban centers. 
Total contracts awarded during the 
first nine months of the current year 
have exceeded the corresponding 
period of 1935 by 71% in dollar 
values. 


RAILS—Net operating revenue 
of class I carriers in September 
gained about 20% over the corre- 
sponding month of 1935, compared 
with a 54% increase for August. 
Indicated net for the non-receiver- 
ship group of railroads is now placed 
at $200,000,000 for the full year, 
despite the probability that the sea- 
sonal peak in freight traffic this year 
has already been reached. Owing 
to low inventories of coal and ex- 
panding consumption, next year’s 


prospects for the coalers appear un- 
usually promising. Railroads have 
asked permission of the I. C. C. te 
hold rate increases on a selected 
group of commodities which, if 
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granted, would retain $50,000,000 
of the $100,000,000 in revenue which 
would otherwise be lost through 
lapse of surcharges on January 1. 


METALS—Helped by huge arma- 
ment activities abroad, export cop- 
per has been pushed up to around 
10.6c, and thereby forced an ad- 
vance in the domestic price to 10c, 
despite opposition of influential pro- 
ducers on both sides of the Atlantic. 
who fear that further increases will 
enable long closed high cost mines 
to reopen and flood the market. 
Meanwhile the foreign cartel has 
raised production for the fourth 
time within a few months—this time 
to 95% of capacity, effective Novem- 
ber 1. Cutting off of supplies from 
Spain has brought domestic stocks 
of lead down to the lowest level in 
some years, and caused recently a 
5-point advance in price. Over- 
production in Europe has been hold- 
ing down the price of zinc; but the 
world statistical situation in this 
metal could improve rapidly should 
the rumored revival of a foreign 
cartel materialize. Canada reports 
the discovery of new deposits of 
high grade nickel 20 miles inland 
from the north shore of Lake Atha- 
basca and about 500 miles north of 
Edmonton, Alberta. 


PETROLEUM—With crude oil 
stocks at the lowest level in sixteen 
years, the Bureau of Mines has con- 
ceded the advisability of stepping 
up production — especially since 
much of the amount in storage has, 
through age, become commercially 
useless. Owing to the rapid growth 
in fuel oil demand, total consump- 
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tion of petroleum products is now 
actually heavier during the Novem- 
ber-April half year than for the pe- 
riod between May and October, 
which used to be the best season. An 
offsetting disadvantage of this new- 
ly acquired stability, however, is that 
to supply fuel oil in adequate quan- 
tity involves the production of ex- 
cessive amounts of gasoline, inven- 
tories of which have already begun 
to increase at a prematurely early 
date. The dilemma poses an ever 
present menace to the industry’s 
price structure. 


AUTOMOBILES — September’s 
output of passenger cars and trucks 
in the U. S. came to 135,000 units, 
against 87,500 in September, 1935. 
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Production for October will prob- 
ably not exceed 225,000, compared 
with 272,000 last year; since Ford 
has only just started assembling. 
Rather general price reductions on 
cars in the lower 


ders to inventories the highest since 
1927. Viewed as a whole, the indus- 
try is showing a profit, albeit far 
from satisfactory in particular in- 
stances. Higher wages and advanc- 
ing prices are looked for in the not 
distant future; but a move to length- 
en the work week beyond 40 hours 
is deprecated by experienced execu- 
tives, who fear that this might lead 
to the same old evil of overproduc- 
tion with which the industry has 
been plagued in the past. Recent 
price reductions ranging from 5% to 
10% in acetate yarn, and withdrawal 
of quantity discounts on viscose in 
compliance with the Robinson-Pat- 
man Act, have coincided with rec- 
ord breaking activity in rayon. 


MERCHANDISING — Retail 
sales since our last issue, though 
varying with the weather in dif- 
ferent sections of the country, have 
shown sufficient vitality to encour- 
age expectations of a fairly satis- 
factory holiday trade. On the Pa- 
cific Coast merchants are anticipat- 
ing a Christmas volume equal to 
the 1929 record. In the New York 
area, September’s department store 
sales of books, magazines, sporting 
goods, cameras, luggage, furs, jew- 
elry, women’s outer apparel, furni- 
ture and floor covering ranged from 
20% to 37% ahead of September. 
1935. In the wholesale field, de- 
livery delays are being encountered 
in rugs and carpets. Hardware lines 


are 20% to 35% more active than 
a year ago; though September sales 
of furs dropped below the corre. 
sponding month of 1935 for the first 
time this year. 


UTILITIES—Reflecting the re. 
cession in general business activity 
during the past month and a half, 
electric power output, though hold- 
ing at about 14% to 16% above last 
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year, has not been expanding re- 
cently at quite the normal seasonal 
rate. Demands upon existing equip- 
ment promise to become so heavy 
next year, especially during the sec- 
ond half, that producers will be 
obliged to expend heavy sums for 
enlarging facilities. It is thus en- 
couraging to note that the deadlock 
in public utility financing has at last 
been broken by a subsidiary of the 
American Power & Light Co., in 
which the Electric Bond & Share 
Company holds a very substantial 

investment interest. 





brackets, despite in- 
creased material costs 
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and higher wages, 
point to keener com- 
petition next year 
and somewhat lower 
profits per unit. 


TEXTILES — Do- 
mestic consumption 
of raw cotton in Sep- 
tember topped the 
corresponding month 
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a year ago by 40%, 
with exports up 17%. 
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CHINES — Orders 
for business machines 
and other office 
equipment placed at 
the recently held Na- 
tional Business Show 
were the heaviest in 
33 years. 
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Conclusion 


Briefly =summar- 
ized, the present out- 
look is for a fourth 
quarter’s volume of 








generally are operat- 
ing on two 40-hour 
shifts, and a few have 
gone on a three-shift 
basis. Statistically the 
industry is in excel- 
lent condition, with a 
ratio of unfilled or- 
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Changes in Major Commodity Price Group for the 
Fortnight Ended October 24, 1936 
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Building Materials 
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Housefurnishings 
Miscellaneous 


business considerably 
ahead of a year ago; 
but somewhat lower 
than the third quar- 
ter’s average, with 
longer term prospects 
distinctly favorable. 
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Bank Clearings, N. Y.t. 
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Brokers’ Loans, F. R.t.. 





Brokers’ Loans N. Y. S. E.t.. 
New Corporate Financingt.. . 


COMMODITY PRICES 


Finished Steel*. 
2. 
Steel Scrap * 


Zinc, $ per lb...... 
Tin, $ perlb....... 


Rubber, $ per ORE 


Latest 
Week 


14% 
%4@1% 
1% 


$3,651 


2,151 
972 


Crude Oil (Mid-Cont.), $ per 


Sugar, raw, $ perlb.... 
Silk, raw, $ perlb..... 


Wool, raw, $ per Ib.... 


Wheat Price, Dec., $ per bu. . 
Cotton Price, Dec., $ per Ib.. 
Corn Price, Dec., $ per bu... 


KEY INDUSTRIES 


Steel Ingot Prod. (b) (tons). .. 
U. S. Steel Corp. Shipments 


Pig lron Production (b) (tons). 
Operating Rate, % Capacity. 


Auto. Production........... 
Bldg. Contract Awards (d)*..234,270 275,281 
Residential Bldg. (d)*.. 


Cement Shipments*(bbls.). . . 
Coal Production (tons) Bit... . 


Cotton Consumption (bales)*. 


Mach. Tool Orders, '26— 


Oil Prod., daily aver. (bbis.)* 


Stocks of Gasoline and Fuel 
(oe) 114,206 
Elec. Pwr. Output (kwh)t... . 


TRANSPORTATION 


CONOROINGET 56 55550508555 


Miscellaneous Freight* 
Merchandise, LCL.*... 


TRADE 


Dept. Store Sales '23-25— 


Merchandise Imports* . . 


Merchandise Exports* . . . . 


Business Failures (F). . . . 


EMPLOYMENT 
Factory (G).......... 


Durable Goods Industries (G) 
Consumers Goods (G). . 


Factory Payrolls (G). .. 





Oct. 1 Sept.1 Last Year 
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The Personal Service Department of THz Macazine or Wau StTREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker 
This service in conjunction with your subscription should represent thousands of 
dollars in value to you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 


2. Confine your request to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber, use coupon elsewhere in this issue and send 
check at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 
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Consolidated Edison Co. 
of New York 


I have 200 shares of Consolidated Edison 
averaging 36. I am wondering what effects 
the election outcome might have on this 
snvestment, and anything you can tell me 
about the early outlook will be appreciated. 
—W. K., Los Angeles, Calif. 


Following an increase in the quar- 
terly payment on Consolidated Edi- 
son Co. of New York common from 
25 cents to 50 cents in the third 
quarter of the year, directors re- 
cently voted, in addition to another 
50 cent payment, an extra of 25 
cents. This will bring total pay- 
ment for the year to $1.75 per share 
against $1.00 in 1935 and should 
enable the company to avoid the 
undistributed-profits tax. The par- 
ent company only statement on 
which the tax is figured, for the year 
ended September 30, showed earn- 
ings of $1.53 a common share 
against $1.99 a share the year be- 
fore. On a consolidated basis, how- 
ever, earnings are much better than 
last year despite the lower rate 
schedule in force. In addition to the 
beneficial effects of mounting con- 
sumption, the debt refunding opera- 
tions and simplification of capital 
structure are resulting in sizable 
savings which will be reflected in 
future reports. The management 





wishes ultimately to merge all sub- 
sidiary operating units and consid- 
erable progress already has been 
made along this line. The advan- 
tages of such a program from the 
stockholder’s standpoint include the 
elimination of duplicate taxes, sav- 
ings in administration expenses and 
a simple capital structure and earn- 
ings statement, more understand- 
able than the necessarily compli- 
cated holding company report. With 
the improvement already registered 
by the system likely to be further 
extended in 1937, we believe that a 
constructive attitude toward your 
holdings is the best policy. We do 
not feel that the outcome of the 
election will alter present prospects, 
since the Government is showing 
less inclination to grant large loans 
to municipalities for power plant 
construction in competition with 
private companies. 


International Harvester Co. 


I am indeed pleased with my International 
Harvester bought on advice in your Maga- 
zine. For one who is interested in quick 


appreciation rather than investment, do you 
suggest holding further?-—D. M., New York, 
N. Y 

Long the recognized leader in the 
manufacture of agricultural machin- 
ery, International Harvester Co. 
has now become a dominant factor 
also in the production of motor 
trucks and all types of engines for 
truck and tractor power, including 
Diesels. The company’s business 
naturally was hard hit by depression 
influences and especially the low 
level of farm purchasing power. 
Losses were recorded both in 1932 
and 1933 and it was not until 1935 
that net earnings were recorded on 
the common stock, after preferred 
requirements, for the first time since 
1930. Sales volume increased some 
57% in 1935 over 1934 reflecting 
principally increased farm purchas- 
ing power and the consequent place- 
ment of equipment orders on a scale 
more in keeping with normal re- 
quirements. Not only did the com- 
pany experience a marked improve- 
ment in its agricultural equipment 
division, but more active general 
business conditions greatly stimu- 
lated the demand for motor trucks. 
While the drought during the past 
summer probably has had a tend- 
ency to check the rate of improve 
ment in the agricultural division of 
the organization, it is nevertheless 
believed that total sales in farming 
areas will compare favorably with a 
year ago. In this connection, com- 
petent authorities estimate an In- 
crease in farm income for the coun- 
try as a whole of around $800,000.- 
000 this year, reflecting benefits ac- 
cruing to many sections outside the 
drought area from higher average 
prices. The financial position of 

(Please turn to page 118) 
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im is ost«K lection Phase 
Profits Made Available to S the election results are digested, new securities and industries 
FORECAST Subscribers may assume leadership over the coming months. Groups that 
Twenty illustration of profits on have been forging ahead may go dormant while others continue 
our recommendations recently to play a prominent part in further market recovery. 
closed out or still carried in an 
ok open position: Many factors must be considered ... dividend payments to avoid 
Points the Corporate Surplus Tax, consumer demand, inventory costs, prof- 
the oa 9 Profit it margins, labor strikes, increased farm income, etc. Through the 
sie, i, ada oa a service provided by THE INVESTMENT AND BUSINESS FORECAST, 
Co. 4 liao pe Ws of “45 .... 7 iy you would be relieved of much anxiety and worry concerning the 
stor ee a ‘i iil 15 i safety and appreciation possibilities of your investment and trad- 
ator “0 . iad nt Pa aah ha 6 7 ing commitments. You would have at your disposal the experience, 
: for emo “re a 13 7% facilities, contacts and resources of this organization built up over 
mi ios . 8 ‘inieigllia ated 4 a period of 18 years... the background for our record of success- 
ree ‘ig ai ila ala 14 ful counsel in all types of markets. 
7 Elec. Bund & Share 6% pf ...101% 
ow 
mn aa og Assess eeeeee, ys: On strength over the coming weeks, you should lighten your specu- 
939 a te pen ee Serre 5Y4 lative holdings in order to take advantage of the probability of lower 
935 "| at 8 of "66 ...... yak levels in the near future. Our analysts are carefully checking in- 
on ica, ia . uF . thin esseedens 4Y/, dices to detect the first signs of a pause during which business will 
red " — men cage dei A consolidate the tremendous gains made this year. Stock prices 
nce i. fide - ,o 6% pf.. .24 ‘As are likely to discount ahead any general let-up in industrial activity. 
me Ghee tee t. Louis pf. .. .23%4 Our cautious attitude applies chiefly to short swing commitments. 
ing Southern Pacific ............ AY, 
re se ee a Over the longer term the fundamental trend of business and security 
ei a3 & entury-Fox ..... 3 %s prices is definitely up. In fact, the stage is set for industrial reha- 
ng age. ghar ete a a 512 bilitation of sizable proportions and indefinite duration. 
Youngs. S. & T. 314’s of °51..181% 
ve- Profit to d hi Your subscription to the FORECAST placed now should be worth 
ent ee wa this year on many times its cost. We shall be glad to have you send us a list of 
ral closed transactions alone .. . your present securities for our recommendations as to what to hold 
nu- 3124 points. and what to sell. Attach it to the coupon below with your remit- 
ni tance and mail today ... for your protection and profit. 
as 
nd- 
ve- Mail Tod THE INVESTMENT AND BUSINESS FORECAST 
of oday of The Magazine of Wall Street 
ess 90 BROAD STREET CABLE ADDRESS: TICKERPUB NEW YORK, N. Y. 
ei " I enclose $75 to cover my six months’ test subseription to The Investment and Business Forecast. I under- 
h a stand that regardless of the telegrams I select I receive the plete service by mail. ($125 will cever 
° e “ an entire year’s subscription.) 
if Your subscription will Send me silin telegrams on all recommendations checked belew. (Wires will be sent you in our Private 
in- start at once but date Code after our Code Book has had time to reach yeu.) 
oil from December 15 TRADING Short-term recommendations follewing intermediate market swings. Three te 
wd J @ee Gotta oo 
ac- 
@ UNUSUAL Low-priced issues that offer ding possibiliti for market profit. Twe 
. I sumone 25 S5 Sas ee aa ee 
' Onl 15 int n Dividend-paying common stocks with exceptienal price appreciation prospects. 
of y ee ee we ” CO BARGAIN a on on ree to ae stoc! Bape Me ge a thy + 
10-share basis will more than INDICATOR pees depo ay ie does ar lbs 0 on pees 60% aoe on 
it cover the cost of our service IMMER aoe eh isi ans trait sr ote oinelsae CAPITAL OR EQUITY AVAILABLE............---- 
, for a full year. This profit I ii erscey ised wae ise CAMARO Ea aan wins mined Wleee ian ae at ean 
id May readily result from our _— —_— pee 
t. first recommendations to you. Include a Complete List of Your Present Holdings for our Analysis and Recommendations 
113 
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——POINTS ON TRADING 
and other valuable information for investors 
and traders, in our helpful booklet. Copy 
free on request. Ask for booklet MG6 
Accounts carried on conservative margin. 


(HisHOLM & (HAPMAN 


Established 1907 
Members New York Stock Exchange 








EO Renadwav New York 














Odd totce—100 Share Lots 
Booklet M.W. 801 upon request 


John Muir& (6 


36a al oo 1898 
vuiembers New York Stock Eechonee 
39 Broadway New York 
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Send this advertisement 
for 2 weeks free trial 


The Gartley 
Weekly Stock 
Market Review 


Aten page weekly analysi- of 
stock price trends; a specific 
technical review of from 30 to 
40 stocks and other important 
and valuable market comment 
and opinion. Prepared by H. 
M. Gartley, Inc., outstanding 
authorities onthetechnical 
interpretation of stock were 
movements. 


H.M.Gartley,Inc. 


76 William Street, New York 
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Babson’s Reports 
Dept. 35-77, Babson Park, Mass. 


Send—without charge or obliga- 
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Rails 
1934 1935 1936 Last Div'g 
ih al 
A Hish Low’ ‘ish Low ish Low 10) 28/6 sheet 
Se a ne een 73%, 45%, 60 35%, 88'/; 755 
Atintie' Gent Ota .....5.. oss cenese 5414, 24% 3714 1914 44%, 215. 40 . " 
B 
Baltimore & Ohio................... 34% 12% 18 7% 26% 15% 23 : 
Bangor & Aroostook................. 461/, 91, 491/o 361/g 491 41 Ty 444% 2.59 
Brooklyn-Manhattan Transit........... 44/7, 2%, 46%, 36% 58% 40% 56 $3.95 
Cc 
en nc bap wcnes 181%, 10% 133%, 8g 16 107; 127; 
Chesapeske _ | eee 48% 392 53% BT ‘16% 51 ° = 2.80 
& St. Paul & Pacific............ 814 2 3 Vy) 2 ie 1% 1% ; 
Haus & Northwestern.............. 15 y sp 13% 44% 2% 3% = 
Chicago, Rock Is. & Pacific........... 6% 1% 2% % 3 1 2 : 
Delaware & Hudson................. 731% 35 431% 23% 54%, 3634, 49 
Delaware, Lack. & West.............. 333%, 14 191, 11 231% 14% 1954 
E 
BWR ges ncnckieecdscuussvaawes 24% 9% 14 % 18%, 11 1514 
G 
Great Northern Pfd.................. 321% 121% 35% 9% 469, 32% 425 
H 
Hudson & Manhattan................ 121 4 5% 2%, 5% 3% 4 
I 
OO SS Sar eee 38% 135, 221/, 9% 291 185/ 261% 
Interborough Rapid Transit............ 1712 5% 23% 8%, Hs 111% 12% 
K 
Kansas City Southern................. 193%, 6% 14% 3% 26 13 201, 
L 
OO See 21, 9% 1114 5 22 Bt. 193 - 
Louisville & Neibwilie... 2.2.2.2... i) A Pe ge 
M 
Mo., Kansas & Texas................. 14% 4%, 6% 2% 9% 51% Ty, 
POR I in ikea saw cnc sce 6%, 1% 3 1 4 2 3 
N 
ea Lo 451%, 183, 29%, 12% 4972 273/, 45%, 
Ys Chicago & St. Louis........... 26% 9 19 6 531 17%, 44% 

-, N. H. & Hartford. ............ 24% 6 81 25 5 i, 3 4, 

; Ontario NS sank s ass 11% 4% 6% 2% 1% < 53% 
Nowfstl UMMM Soa cicck cine 187 161 218 158 305% 210 3051/ x 
DUDURIN WOME. 5 nicc ccc cccccesceses 361% 141, 25% 13% 36% 23% 29% be] 
NUE cs cas suas bw. 391% 201, 321, 171% 45 28, 424, i 
Pere _ | PR re 8 12 34% 9% 4614 251% 42 
co eee 27 10 25 6% 41%, 21 37% 

R 
NR econ) ashes dee ek eee 56% 35% 43%, 29% 50% 3542 48% 9 
Ss 
St. Louis-San Francisco............... 4/2 1% 2 %, 35% 1% 1% 
BOUINOIN PCINE.. woo. cece ccc cs nce 33% 147, 251 123%, 471i 2314 445, 
Bowthate Rallway. .. 00... .6.2.0000. 361 111, 161 5% = 2534 123, 22% 
T 
Tones O PARC. on. s oa ccnceese ces 43%, 13% 28% 14 49 28 414, 
U 
OS a ee 133% 90 111% 82% 149% 108% 143 6 
Ww 
Western Maryland.................. 17, 7% 101, 51% 121, sl, 9%, 
SPN IIE. oi wh cicie sons boanwens 814 252 3% 1 4 2 2 
e e 
Industrials and Miscellaneous 
1934 1935 1936 Last Div'd 
— “~~ -—-e——o—~- "= Sale $ Per 
A High Low “High Low High Low 10/28/36 Share 
NERS c5 2 65kisiedneeuseeee 34% 16 37%, 38 3534 17% 2s, 1.50 
Oy een 113 9134, 3 104%, 81%, 58 78, *1 00 
oy a ee eee 23%, 16% 20% 13% 17% 13 151%, | °.60 
ee ee 231, 15 32 21 He 267% 37% *1.00 
Allied Chemical & Dye.............. 160%, 115% 173 125 5 157 2281, 6.00 
Allis Chalmers Mfg................-- 23% 10% 33% 12 66% 35% 64% 1 6%h 
Alpha Portland Cement.............. 20/7, 11% 22% 14 31 193%, 30 1.00 
| ae eee 55% 39 80 484% 125% 75 97 2.00 
Amer. Agric. Caeted eee 48 25% 57%, 41% WM% £49 74 13.00 
American Bank Note................ 254%, 11% 47%, 13% 55% 37 43% 11.00 
American Gan... ....05...... 114%, 9014, 149% 110 137% 11534 12534  °4.00 
Amer. Car & Fdy............. 33% 12 33% 10 547 30 52 . 
American Chicle... . secsssceee BO¥e @6% 6 66 113%, 87% 113 *4.00 
American & Foreign Power.... ...... 133%, 3% 9%, 9%, 6% 6% - 
Amer. Power & Light................ 121, 3 9%, 12 1434 7% 12 
Amer. Radiator &S.S................ 17% 10 25/2 10% 227% 18%, 22% 60 
American Rolling Mill.......... 281, 13% 32%, 1534 34 233%, 30% 120 
Amer. Smelting & Refining 5114 301, 64% 315 933%; 5634 90% 11.80 
Amer. Steel enaees.. Ga rae 261/o 101/g 251, 12 4534 201 42%, . 
Amer. Sugar Refining. . POO 46 10% 50% 63% 4814 53% 200 
oe! OS Sree | 12514 100% 160% 98% 180 149% 178% 900 
Amer. ee tes % Pe ne a cc he 89 67 07 743%, 104 88% 99 5 00 
Amer. Water Works & Elec. butane 2752 125/g 223, 1% 27/9 19/2 26% {20 
Amer. Woolen Pfd. ae 36 68%, 351% 70%, 5234 54 3.00 
Anaconda Copper Mining........... 173%, 10 30 8 473, 28 46/2 }.75 
NOS LOSS. | ar eae 63/4 31% 614 3% T¥2 472 53 : 
Atlantic Refining...................- 3544 21% 28 20% 35% 26% 30%, 1.00 
es Se eee 57%, 16% 45% 15 544, 26% 32 
Pivistion Gorm, Dl... 5.5.00. 0500s 1034, 3% 514 23, TH), 4% 5% 
B 
Baldwin Locomotive Works 16 4% 6% 1% 6% 2% 5 si 
BRMRERNE os a5 005s sods cae ssie 453% 23 66% 37% 20 163%, 18% 1.374 
Beatrice Creamery................00+ 19%, 10% 20% 14 26 18 23%, 1.50 
Beech-Nut Packing.................. 16% 58 95 72 98%, 85 982 3.00 
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Price Range of Active Stocks 


Industrials and Miscellaneous (Continued) 
























1934 1935 1936 
B “Hish Low High Low Mish Low 
DE eee 23% 9%, 241% 11% 323 215 
ace. _ a ARE eee 40 26 57% 34 - = 
{ RSE ee rere 491/ 241, 52 215, 16 453 
Bethlehe' Vs, 
Sia AlOMINUM.....-.-.-6-- 2020s 6834, “ais 59% 3954 631% 
|” ESA BARR ea aeeenentre 28%, 19% 27%, 21 323 255% 
he Uw 24 eds 31% 16% 70% 28% 83/5 64 
ge uoescaseet ss csiausia 28% 12 55 24} 644, 43%, 
Pristol-Meyets....-.----.0-2 0200 eee 371 26 42 30: 50) 41 
jroughs Adding Machine........... 19% 104 28 13%, sat 25 
i OD 32% 13% 20% 11% 25% 16% 
C 
ifcrnia Packing... . . 4472 18%, 421 304 43%, 301% 
ror Ginger Ale 291 1214 175% + 201, 10% 
aang 7: 2 = s, & 
¢ Tractor. . . " I, 
Celonese Coro eee Oe A 44 171/ 353 191 324%, 821 h 
Certo de te GOPPEr......2.5- . “a =" os”? = ‘g 3734 4 la, 
Chesapeake Corp..........--- 2c eens (7 I I 5 
OE eecerrcorm 291, 93% 31 130%, 851% 
Co Caen oriac 1611/4 9514 93 7W2Y- 125%, 84 
Colgate-Palmolive-Peet............... 18% 93/g 21 151% 20% 13 
Coleman CarbON. 22. c cece ccsee 11%; 58 10114 67 136} 94 
Colum, Gas & Electic..............+ 191%, 6/2 153%, 3% 23 14 
Commercial Credit 2 Eee 40% 1 8 % 58 39/8 84 tp “4 
PUNE NINE 218315 3.4-c,3:0/s' ping orassh ly, I, 
Commercial Solvents...............05 363% 153%, 23% 161 84), 14%, 
Congoleum-Naimn................... 3534 22 27 4534 44\ 30% 
Consolidated _ | i ae ey 4 ns "- pt tg 
Consolidate LAREN ES en ean I, ly ly 6 ls, 
BIE orca cidcae ss seidc seas Ae piaeaie 2314 22 26% 15%, 
— _ Se pbs bi tos Care eS ots 4 ova 4 fs pt = V4 pede, 
continental Insurance. ........... age Is 5 
co | eer .. 22% 153, 35 151g 381 28%, 
Com Products Refining............... 841, 5514 78% 82 63 i, 
Ee a ii a ae Me 
0 ARS eer s ear eto ‘2 a A 
ES ers og. yg edad 211 11 47 16 71 43% 
D 
eee 3414 1014 5834, 22%, 101 52 
Diamond Match........... 2814 21 41 a6 401% 301% 
— Corp. Seagrams a) 8% 38% 1 a je Hrd 
jome Mines......... 6%, 32 44 34144 61% 41 
Douglas Aircraft....... 28/4 141/, 583g 1712 821, 50%, 
DuPont de Nemours........ . 103% 80 146% 86% 169% 133 
E 
Eastman Kodak........... 116% 19 172% 110% 185 156 
Electric Auto Lite......... 3134 15 383% 19%, 47 30% 
Elec. Power & Light...... 9% 2% 7 1% 17%, 6% 
Electric Storage Battery............... 52 34 58%, 39 55%, 42% 
F 
Fairbanks, Morse............... 18%, 7 391/ 17 703/, 34354, 
Firestone Tire & Rubber. ..... 25%, 1314 asih 131/ 331% 241 
= — ee . 69% ye 58% “oe pd pe 
ST ONUON s 66.6 0 0.0-6:0-00 ; 22 8 30 38 24 
MND oi vis Gacootcedeess seus 50% 21% 3052 1714 35% 23% 
G 
ound Seeatens SS: Ser ee = *. 4s% = 3% pg 
enera’ _ | rere ‘8 ‘8 ‘8 ‘4 
— — Waseem Bark hea ss bs g pots = pt) aaa 
Ee ere 36% 8 3714 431% ‘8 
General Mills.............. ’ . 642 51 721 59% 701 58 
General yo Oe .. 42 245 593 265% 74, 53% 
General Railway Signal... .. wee. 45% 2314 41, 155 50 321% 
Gilet Seety Renor 2. co TR ON He Rh We ig 
ety Razor... .. ites e lo ‘e ‘g 
. ae Leese 2898 155%, 491 2334 55% 3934 
_ _. mage: Pe 16 o. “p 31 He 
joodrich Co. (B. F.).... ee aan 8 1414 To 25% () 
Goodyear Tire & Rubber. .. 41% 181 2642 1534, 31% 21% 
Great Western Sugar.......... 35% 25 34% 2672 39 31 
H 
Hercules Powder................. 815 59 90 71 131 84 
Hudson Motor Car...... 241 A: 1712 64 21% 131% 
Hupp Motor Car... % th 3h %“- 3% 1 
1 
Industrial Rayon............. 3214 193/g 3634 23% 38% 255 
Ingersoll-Rand. .......... ae 73%, 49% 121 601 106 
i B Mach - 4 1 190%. 14914 18514 160 
International Harvester......... 46% 23%, 65%, 34% 92 56% 
Intemational ae 291, 21 41, 22%, 63 434 
International Tel. & Tel......... 173, I 14 55% 191%, 1114 
Johns-Manville............. 66% 39 99% 38% 129 88 
, K 
fabvinator peer casts 211, 115% 181, 1014 255% 14%, 
cimecolt Copper... Werner 231% 16 3034 1334 571% 238%, 
oger Grocery & Baking... . 33% 231% 321, 221, 28 1934 
L 
ae ya” Sak Ssh Ere tate a8 
eee Ia, P (| 8 
Libbey-Owens-Ford........ 43% 2219 491%, 211 71 471, 
Li 
sgett & Myers Tobacco B. 11114 TA t+) 944%, 116% 9773/4 
pond 3 REE eee ee 2034 55% 31% 62% 43 
—_ _ Cement foes 37%, 183, 36% 22% 593 351% 
me iles Biscuit......... 444, 33% 41% 33 45 38%, 
__. SRS Oia arene 2214 1534 2614 181 261 2114 
rae Teack BIS os. baie heels ks 413, 22 30%, 185, 48%, 277 
Ma AS 27) ORS SG ont 62% 351%, 57% 30% 56% 40% 
SEDI PMN ys o)e's ares db eine GD Aaiwe 4034, 231% 33% 233% 3714 274 
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Last Div'd 
Sale $ Per 
10/28/36 Share 
2814 11 25 
64 *}2. 12% 
71 el 
44 3.00 
271 1 60 
80% *°3 00 
60 *2 00 
35 
ay 
40 1.50 
181 oe 
15814 oe 
8214 *2.00 
2614 t.50 
60 14.00 
97%, 3 00 
a ia 
-00 
it * 50 
ee 18 
60 
oe "4.00 
81 *4.00 
15% * 60 
35 "1 60 
453% *2 00 
13% * 60 
2114 25 
73 *3 00 
3912 *1 20 
35 *t1 00 
71 *3.00 
85 *t1 95 
3714 *2 50 
70 1.00 
961%, a 
311% "1.50 
23 ‘ 
53 *2.00 
724%, - 
69 *3.60 
1721% *5 00 
4a, 11.70 
145 
44 *2.00 
65 *1.00 
30 1.20 
511% 12.50 
34% A 
25% 1.00 
62 1.75 
16/2 * 60 
47%, t.95 
403, 1.80 
617%/2 3.00 
72%, *2.00 
431% {1.00 
53 {2.00 
15% 1.00 
43% 2.00 
13%, {90 
243, wre 
25% ae 
35% 2.40 
30 *5.00 
193/, a 
2 
38 1.68 
129 12.00 
168 *6.00 
89% 2.50 
61 $1.15 
121/72 Hie 
1271 *2.00 
22 * 50 
55%, 11.05 
22%, 1.60 
1814 2.00 
112 *3.00 
69%, 13.50 
10314 *4.00 
56% *2.00 
5734 11.50 
40%, 2.00 
22% 1.20 
47, 1.00 
544, 2.00 
36 1.50 
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INCREASE YOUR 


DIVIDENDS 


WITH UTMOST PROTECTION 


Each account insured up to $5,000.00 
by Federal Savings and Fond Insurance 
Corporation of Washington, D. 0. 


We invite you to become s member of 
this installment thrift organisation pay- 


ing dividends since 1888. 
Last Dividend 
June 30th 3% 
West Side Federal Savings 
and Loan Association 
623 Empire pond Building 


Call, write or telephone 
CHickering 4-8128 























‘Full Lots - Odd Lots] 


LAPHAM, DAVIS 
& BIANCHI 
Members New York Stock Exchange 


29 Broadway, New York 


Uptown Office Boston 
522 Fifth Ave. 49 Federal 8t. 











Stocks Bonds » Commodities 


Commission orders executed for 
cash or conservative margin 














A CHEAP STOCK 
FOR LARGE PROFIT 


When HOUDAILLE-HERSHEY ‘B” was 
selling at 64 we advised its purchase as ‘‘one 
of the most attractive low-priced speculations 
in the entire list.”’ In less than a year it 
sold above thirty. This demonstrates the un- 
usual profit possibilities in some of the 
lower-priced stocks. 

We have selected another issue which, in 
some respects, is more attractive than HOU- 
DAILLE-HERSHEY. It is a stock in which 
you might, in the months ahead, secure greater- 
than-normal profit. It is listed on the New 
York Stock Exchange. It will, we believe, 
sell mucli higher. Now, however, it may be 
bought at a very reasonable figure. 

The name of this stock will be sent to you 
absolutely free. Also an interesting booklet, 
“MAKING MONEY IN STOCKS.” No charge 
—no obligation. Just address: 


INVESTORS RESEARCH BUREAU, INC. 
Div. 237, Chimes Bldg., Syracuse, N. Y. 








"A LITTLE DOES A LOT" 





Send tor tree cuuk Duue anO uwsaing guide. 
Address Angostura, Norwalk, Conn. 











INVESTORS 


Be prepared to profit from 
election effects on securities 


How has the electi h d the lool 
fer business? What industries will now be 
favered . . . which stocks benefited .. . which 
armed? What change will be necessary in 
imvestment policy? What outlook for Taxes 
« « « Inflation . . . Reform Measures? 


OU will want to read the 

UNITED OPINION discussion 
of these important questions, based 
on the opinions of leading financial 
authorities. Don’t miss this valuable 
guide to business and investment prof- 
its. Send today for free introductory 


copy. 
Send for Bulletin W.S.48 FREE! 


UNITED BUSINESS SERVICE 


210 Newbury St. ~ Ce Boston, Mass. 


Folder with Trading Requirements on 


STOCKS BONDS 
COMMODITIES 


Sent to Investors upon Request 


As members of the _principai 
exchanges we are in a position 
to be of service to you in the 
purchase and sale of Stocks, 
Bonds and Commodities. 
OasH OR MARGIN ACCOUNTS 
Im FULL OR ODD LOTS 


aes” for “‘Bouklet M.’’ giving trading re- 
uirements and other information. 


J. A. Acosta & Co. 


Members 
New York Stock Exchange 
N. Y. Curb Exchange (Assoc.) 
New York Cotton Exchange 
New York Produce Exchange 
N. Y. Coffee & Sugar Exchange 
Chicago Board of Trade 
Commodity Exchange, Inc. 
New York Cocoa Exchange 


60 Beaver St. New York 
Phone BOwling Green 9-2380 




















FALL FABRICS 
In the new designs and ( 


Business suits and top- 
coats start at only 


An appointment will be 
made at your pleasure. 
Telephone 
BRyant 9-7495 


SHOTLAND ann SHOTLAND 


574 eth AVENUE. NEW YORK 








colors now showing. ? 
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EIGHTY-FIVE DOLLARS ga 
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New York Stock Exchange 
Price Range of Active Stocks 


Industrials and Miscellaneous (Continued) 
































1934 1935 1936 Last ry 
= — “ ale $P 
M High Low High Low High Low 10/28/36 —. 
Mie DORE BINGE... s0cs cc cccccees 45% 30 57% 35% 644%. 43% 62% "1.99 
Mcintyre Porcupine. .............+4- 501% 3014 45 333% 493, 3814 39% 2.00 
McKeesport Tin Plate...............- 951 79 131 90% 118% 85 % "400 
Se Sa eee 34%, 20% 42% 24, 644%, 40% 58% 13.95 
Monsanto Chemical. ................ 96) 39 94% 55 103 79 94 "100 
Montgomery Ward & Co............. 35 20 40% 21% 58 35%, 57%, = t.60 
N 
a ee 32% 125 191 11 21% 15 17'/ 1.00 
Notional Biscuit iS ach cee sbabie 49 25 36 22% 383, 283, 32%, 1.60 
National Cash Register............... 23 12 231% 13) 30 211% 27%, 50 
National Dairy Products.............. 18 13 22, 12 28%, 21 255%, 1% 
National Distillers................... 31 16 34% 234% 33% 255% 28%, 200 
| J ie ae ne ie oe 4 4 27% * 50 
National Power & Light.............. 151 6% 14%, 4% 14%, 9% 60 
National Steel pabeasae 341% 83%, 403, 75% 57% 1% 150 
NY. Air Brake jt 5 361% 18% 693%, 321% 653%, 1100 
North American 10%, 28 9 35% 23% 32% 1.00 
fe) 
NN ESOP OCP ORE TEC TT 19% 1214 265% 1114 33% 24%, 33% ‘ 
ROPE ROUDs 55,0000<baSeass5sa0 94 60 129 80 164 128 152 16.00 
P 
Pacific Gas & Electric 12 315% 131% 41 30%, 372 1.50 
Pacific Lighting ..... 2034 5 19 583, 47° 513%, 2.40 
Packard Motor Car. ... 2 7% 3% 133 6% 125%, t.45 
Paramount Pictures.................- soe 5 ues 12 1614 7% 16%, * 
2 De aaa ar 511 84%, 57% 95 69 96 *{3 95 
Sea ee 1344 28% 123%, 46%, 25% 45% 1100 
Sarr 13 40 13% 493/g 381 45 r 00 
Procter & Gamble................... 331% 5334 423, 34} 40%, 51 1 50 
Public Service of N. J................ 45 25 463/, 2044 49%, 39 46% 2.40 
PED coche bhhssess0sssc0sna een 593 35% 52% 29% 65% 36% 593 1.50 
“ ¥, yf 
Radio Corp. of America.............. 7) 4} 134%, & 14% 9% 10% . 
Radio-Keith-Orpheum............... HH, BS 4 6 1% 9% a 7% 5 
Raybestos-Manhattan. ..... ++ 23 144% 30%, 16% 38%, 28% 34 1.50 
Remington “i yen oR . a é 20%, 7 23% 17% 21% 60 
Republic Steel ........... 253% 101% 20%, 9 2634 16%, 233, a 
Reynolds (R. “. ) Tob. CI. B.. 53%, 39%, 67 55% 58%, 50 57 3.00 
Ss 
SaOWAY GUNN. 5 055s encvcccsccvas 57 384%, 46 315% 40% 27 37% 2.00 
Schenley Distillers................... 38% 1714 56%, 22 5234 37% 5014 3 00 
Sears, Dv Gunansussenscbees 51%, 31 6974 31 96 59%, 95% 200 
Ne ae ieee eee hee 9 43 17 Ty. 297% 15% 291, 60 
ol ly 1 5 SS Se ae 13% 6% 12% %, 18%, 11144 17% *.52 
|, |i: eee oee 113 6 161 3, 2798 14%, 263, si 
Socony-Vacuum Comp............... 19% 1214 15%, 105% 171% 12% 16% 1.45 
co a ESSE rer 221 101, 27 10%, 32% 25 313% 1.50 
Spies 64 84 43% 98 3 96 3.00 
ndard 17%, 191% Hat, 18 144% 17% ., 80 
Stand 444 41% 27% 47% 35 391/ s 00 
Stand 234, 33 , 93. 40% 32% © 39% 1.00 
Standard Oil of N. j Ashesassieec nae 501% 391% 5234 353% 70 5114 6734 1 00 
ee, es 661 471%, 68 583%, 77% £65 75% 3.80 
eee 105 4) 18% 6% 24% 161, 21 50 
DAGNE Mh WED... 2. oc cccccscccvcce 131% 3% 1514 2% 21%, 14%, 18% ens 
DEMNECECscrec su sa peassescaudess 74 511% 77 6014 91 72 80 1.00 
T 
RMB NSIEN fo cones ss vedo ss eekenewe 29%, 195%, 30%, 16% 475%, 28% 47 *1.00 
TORRE ASU DONE... oso cccccsceses 43% 30 36%, 283, 391% 33 371% 2 00 
Tide Water Assoc. Oil.............. 143 8 15% 7 193%, 14% 18% 1.70 
Timken Roller Bearing............... 41 24 72g 28% T2Q «56 671%, *2.00 
ee aa 6% 3 8%, 1% 12 7% 9% 3.25 
Twentieth Century-Fox............... ee, Boas 247, 13 33% 22% 32% 11.00 
U 
Underwood-Elliot-Fisher.............. 58%, 36° 87%, 53% 99 74, = 823/,— }2.75 
Union Carbide & Carbon............. 50%, 35% 715% 44 1013/4 715% 983%, 12.30 
ES LS er ree 201, 11% 24 144%, 28% 203%, 23 1.00 
ies Maedh..................02. 15, 8zsid0Yass—i«eCiCNHe ««OHQY_—23kHR-—_. 
United Carbon... .. 503 35 78 46 95 68 95 3.00 
United Corp... . .. 8% 2%, THs 1% 9% 53 Ty .. 
eS a en 37%e 21%, 453%, 203%, 48% 40% 46 3.00 
OS Sees 59 923%, 60% 85% 66% 77% 300 
United 9 tan yagen gs saa sasea3o- 20% 11% 18% 9%, 19% 143 1534 1.00 
iS oS Sse 514%, 341% 40/2 110% 80% 109% °2.00 
U.S. industrial DE basacucasesss 64%, 32 505 351% 59 314 39 6 
U ipe Di ciscwsuavesiecacss 33 15% 22% 143%, 58 211 54 1.5 
TS ear ee 24 11 17% 9%, 38% 16% 35% Pa 
5.5. Smelting, Ref. & Mining......... 141 96% 124% 91% 961% 72/4 83% 8 
UD Sea ee ee 59% 29% 50% QTY, 719%, 467, 75% 6 
ay 3 |” a eee 994 67%, 119% 73% 149%, 115% 149% 7. 
Vv 
MD sciubeosrusececeuansarse 31%, 14 21% 11% 27%, 16% 22% 
Ww 
Warner Brothers Pictures.............. 8, 25%, 10%, 2%, 145 9% 14%, pee: 
Western Union Tel.................4- 66% 291 771% 20% 95 72% 90%, {2.00 
Westinghouse Air Brake.............. 36 15 353% 18 481 3434, 43% | t.87 
Westinghouse Elec. & Mfg............ 41%, 27 i, 983, 3254 15314 94. 144%, 13.50 
SS ERIS 55%, 41%, 65%, 51 63%, 44%, 60% 2.40 
Worthington Pump & Mach........... 31% 13% 251% 11% 3644 23% 33% 
Wigley CW e., 8). ...0 5 2scces0c000e 76 544% 823%, 73% 79 63 703%, °3.00 


*Annual Rate—not including extras. 1 Dividends are for the latest four quarters. 
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Third-Quarter Statements 
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(Continued from page 103) 


outlook for the industry is generally 
favorable. Statistically: gasoline 
stocks are still considerably above 
those of this time last year, but in 
view of the large increase in con- 
sumption this is not regarded as 
alarming. Stocks of crude oil are 
sharply under those of last year. 


The chemical companies natu- 
rally did very well in the third 
quarter as their activities pervade 
all industry. Business generally 
was better, therefore the chemical 
companies earned more money. For 
the third quarter, Du Pont showed 
$2.04 a share, compared with $1.48 
lat year; Mathieson Alkali $0.54 
against $0.46; and Union Car- 
bide $0.90 against $0.68. Her- 
cules Powder, with earnings equiva- 
lent to $1.72 a share in the third 
quarter of this year or almost double 
those of 1935, reflects the intense ac- 
tivity in the rayon industry and 
the much improved position of its 
naval stores division. By-and-large 
the chemicals will continue to mir- 
ror the state of business as a whole 
and, as the outlook is generally 
favorable, further gains are antici- 
pated. 

At the beginning of this discus- 
sion emphasis was placed on the im- 
provement registered by the heavy 
industries. It must not be thought 
from this, however, that there are 
nd companies in the field of con- 
sumers’ goods that have been doing 
well. As a matter of fact, many of 
these companies made an excellent 
showing for the third quarter indi- 
cating, that while heavy goods com- 
panies may be catching up on them, 
they are not incapable of making 
some further progress themselves. 
Food companies generally made a 
better showing this summer than in 
1935. It was not long ago that the 
trade-mark package food companies 
were having trouble with _profit- 
margins, distribution problems and 
Intense competition. Their latest 
reports would indicate considerable 
success in solving these difficulties 
and, aided by the increased purchas- 
Ing power of the people as a whole, 
the fourth quarter should make as 
satisfactory a comparison with 1935 
as the third. 
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Because of space limitations, it 
is not possible, of course, to cover 
specifically every industry, but one 
cannot scan any large number of 
third-quarter reports without gain- 
ing the impression that business was 
good for the vast majority of corpo- 
rations and that their officers were 
looking to the future with well- 
justified optimism. Unless there 
should be definite reasons—and 
naturally a rosy prospect is not faced 
by every company—it is hard to 
see how the investor can logically 
sustain any other attitude. 





Is Labor Peace Possible? 
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If this succeeds, Lewis will be able 
to hold his own in the coal fields. 

Coal strikes may be averted by, 
say, a pink pig in place of the blue 
eagle, but there will be a wave of 
strikes in other lines such as fol- 
lowed the setting-up of NRA in 
1933. 

But this is nothing for labor, em- 
ployers or investors to worry about 
just now. 

There will in all probability be 
more of these law-inspired strikes. 
For the professional agitator (and I 
do not mean union organizer) has 
developed a technique for stirring 
up trouble; moreover, he has a loose 
sort of Masonic fraternity and will 
have the sympathy of the “social 
worker” who has prospered and 
multiplied under the New Deal. 
Whether it be called a profession or 
merely a racket, the “social worker” 
is here to worry the legitimate trade 
unionist as much as the employer. 

A great deal may depend on what 
comes out of the American Federa- 
tion of Labor convention in Tampa. 
Fla., in mid-November. There are 
those who look for a dog fight. They 
may be right. 

But if dog fight there be, the top 
dogs when the fight is over will be 
the same conservative group John 
L. Lewis is fighting. It is not en- 
tirely impossible there will be some 
changes—among other things the 
retirement on a pension of the vet- 
eran secretary, Frank Morrison_ is 
not impossible. Business, however, 
will continue as usual at the A. F. 
of L. headquarters, and industry 
generally can be glad that this is so. 
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To the 

64,342 Families 
Who Own 

General Foods 























OR the benefit of all the 64,342 

families who are the true owners 
of General Foods, we wish to re-state 
some of the aims of the Company in 
whose dividends you all share: 


To the consumer—the best possible 
food products at moderate prices. To 
our employees—fair wages and con- 
siderate treatment. To the food mer- 
chant—a reasonable profit. And to you 
who have shown your faith in us finan- 
cially—a profitable investment. 





Notice of 59th Dividend 
Dividend of asc per share will be paid on 


no-par common stock November 15, 1936, 
to stockholders of record 3:00 P.M. Cctoler 
26, 1936, without closing the transfer books. 
J. S. Prescott 

Secretary 





Among the products of 
General Foods are: 


Maxwell House Coffee—Jcll-O—Grape-Nuts 
Flakes—Postum—Post Toasties—-Grape-Nuts— 
Tost’s 40% Bran Flakes—Whole Bran Shreds— 
Baker’s Premium Chocolate—Baker’s Cocoa— 
Swans Down Cake Flour—Diamond Crystal Salt 
—Calumet Baking Powder—Baker’s Coconut— 
Sanka Coffee— Minute Tapioca—Log Cabin Syrup 
Certo—La France—Satina. 





GENERAL 
FOODS 


250 Park Avenue 
New York City 





























Answers to Inquiries 
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the company was excellent at the 
close of last year. The 4,245,773 
shares of common stock are preceded 
by only 816,724 shares of 7% pre- 
ferred, there being no bonds out- 
standing. The common stock cur- 
rently is on an indicated $2.50 an- 
nual dividend basis, but in view of 
the strong financial status and fa- 
vorable earnings trend, there is the 
distinct possibility of higher pay- 
ments. Although the stock is not 
cheap in relation to indicated earn- 
ing power at the present time, future 
potentialities suggest the advisa- 
bility of maintaining your position 
in the issue. 





American Chain Co. 


Pll appreciate your views on holding 100 
shares of American Chain bought at 48. 
Do you believe it can go higher on fall 
and winter prospects? Do you look for in- 
creased dividends?—G. W. M., Cincinnati, O. 


Although you currently enjoy an 
excellent percentage profit on your 
commitment in American Chain 
common, we nevertheless feel that 
the stock still offers worthwhile ap- 
preciation possibilities from these 
levels. The report of the organiza- 
tion for the first half of 1936 showed 
earnings equal to $3.69 a share on 
the common stock, after preferred 
requirements, a substantial im- 
provement over the 83 cents a share 
recorded in the like interval of 1935. 
The improvement enjoyed during 
the first six months of the year is 
believed to have continued unabated 
and indications point to per share 
results for the full year of approxi- 
mately double those of last year 
when $4.11 a common share was 
recorded. The recent recapitaliza- 
tion of the company whereby divi- 
dend arrears on the 7% preferred 
stock were cleared through the issu- 
ance of a new 5% convertible pre- 
ferred in exchange for the higher 
dividend stock and the call of the 
balance not exchanged, has placed 
common stockholders in a position 
to share in the improved earnings 
currently being enjoyed. Since the 
company’s products are widely em- 
ployed throughout industry, future 
earnings are chiefly dependent upon 


conditions existing in general busi- 


ness. We look for at least addi- 
tional moderate gains in line with 
the anticipated further improve- 
ment in industrial conditions. Con- 
sidering the indicated present earn- 
ing power, more liberal distributions 
to stockholders would not be unex- 
pected. 





American Radiator & Standard 
Sanitary Corp. 


Do you consider the speculative possibili- 
ties in American Radiator attractive at this 
time? It does not seem to me that this stock 
has done as well as most others and I am 
undecided on whether to hold or sell_—P. L. 
H., Trenton, N. J. 


The market action of American 
Radiator & Standard Sanitary 
Corp. common stock thus far has 
been, as you state, rather disap- 
pointing, especially in view of the 
much talked of improvement in resi- 
dential and other types of construc- 
tion using the company’s products. 
Because of the company’s vast size, 
however, a considerable volume of 
business is necessary to enable it to 
show worth while profits. While 
some time probably will elapse be- 
fore building operations attain what 
is generally regarded as normal, 
there is basis for the belief that 
American Radiator could show earn- 
ings comparable with those of 1929, 
when $2.02 a share was recorded on 
the common stock, without the vol- 
ume of business which existed in 
that year. During the depression 
years, the company effected many 
operating economies, with a conse- 
quent reduction of the “pay point.” 
This is borne out by the fact that 
the operating profit last year on 
net sales of $83,398,000 amounted to 
13.9% whereas the operating profit 
in 1930 on sales of $108,094,000 
equalled only 8.8%. With no in- 
dication of any sharp increase in 
operating expenses and with com- 
petent authorities agreed that there 
is a tremendous backlog of residen- 
tial construction in prospect, only a 
small portion of which is as yet un- 
der way, the trend of the subject 
company’s earnings appears defi- 
nitely favorable. Capitalization of 
the organization is conservative and 
while the rather large amount of 
common stock outstanding, consist- 
ing of 10,039,719 shares, suggests 
that per share gains may be less 
marked than in the case of more 


volatile situations, it seems reasop- 
able to expect worth while progress, 
The improvement thus far in the 
affairs of the organization have ep. 
abled it to place the common stock 
on a 60 cent annual basis, and with 
indicated present and prospective 
earning power well in excess of that 
rate, there is the possibility of in. 
creased distributions. Under the 
circumstances we feel that further 
retention of your holdings will prove 
the best policy. 





International Nickel Co. 


I have an excellent profit in my Interna- 
tional Nickel, purchased at 44. I would like 
to know my prospects from here on, also 
the possibility of increased dividends —C. D. 
F., Charleston, W. Va. 


The earnings record of Interna- 
tional Nickel Co. of Canada, Ltd., 
during the past several years has 
been far better than that of the 
average industrial enterprise. Ip 
only one year, 1932, did the com- 
pany show a loss, while last year’s 
earnings exceeded those of even pre- 
depression years. This remarkable 
recovery has been due to the ever- 
increasing demand for nickel as 
result of new applications and a 
revival of old accompanying quick- 
ened industrial activity. The com- 
pany is also a large producer of 
copper, its properties containing 
sizable quantities of that metal 
which must be mined in order to 
recover nickel, its principal prod- 
uct. Thus, the improvement in the 
world price for copper has unques- 
tionably been of tangible aid to the 
organization. With demand _ ex- 
panding and a firmer price struc- 
ture, this division of the business 
may be expected to contribute liber- 
ally to future earnings. In the first 
six months of 1936 the company 
showed earnings of $1.13 a share on 
the common stock, after preferred 
requirements, or nearly double the 
64 cents a share recorded for the 
like interval of 1935. The company 
is constructing a $6,000,000 addition 
to its copper smelting facilities 
which it is understood will increase 
capacity for handling that metal 
about 35%. Its current output of 
platinum is said to be running well 
above a year ago, estimates placing 
the present recovery of the meta] 
well above that of past years. Com- 
mon dividends currently are being 
paid on a $1.60 annual basis, but in 
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consideration of the company’s ex- 
cellent financial condition and 
promising earnings outlook, further 
increases in the quarterly payments 
seem probable. 





United Aircraft Corp. 


I have 100 shares of United Aircraft 
bought this year at 28% on the advice of 
my broker. Now, when this stock is selling 
mound 25, I would like to have your im- 
partial advice on the wisest course for me 


to pursue—O. S. W., Omaha, Nebr. 


The potential growth in the future 
of the aviation industry appears to 
sustain price levels of the stocks 
representing the leading corpora- 
tions in that industry. United Air- 
craft is certainly one of the leaders, 
and one most likely to profit to the 
fullest extent from further expan- 
sion. Each succeeding statistical re- 
port of air travel and transport rec- 
ords increases in big percentages. 
This, notwithstanding the retarding 
influence of a government policy 
which is unsettled and uncertain. 
The inauguration of a_ definite 
policy—and it is inevitable eventu- 
ally—will permit of tremendous ad- 
vances in the industry. Many of 
the engineering problems which for- 
merly restricted development have 
been solved, and the industry is 
prepared to move forward to new 
levels of achievement. Since, by its 
record in the past, and its outstand- 
ing present position, United Aircraft 
holds a place of first rank in the 
manufacture of planes, engines and 
equipment; therefore stockholders 
may look forward with considerable 
confidence toward the future. They 
need fear little on the grounds of 
financial weakness, since this com- 
pany is conservatively capitalized, 
has no outstanding bonds, and dis- 
plays a strong balance sheet posi- 
tion. The company is operating 
profitably at the present time. The 
report covering operations for the 
first half of this year showed an in- 
crease in sales and operating reve- 
nues of 133% approximately, com- 
pared with the corresponding 1935 
period. The company reported an 
operating profit of about $452,000 
against a loss for the like 1935 in- 
terim. The ratio of operating costs 
and expenses including depreciation 
charges to total sales for latest pe- 
riod was 96.2%; whereas in the first 
half of 1935 such charges were over 
103% of the sales and revenues. 
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Barring unexpected developments, 
the margin of profit on an increasing 
volume of business should expand in 
the future, and allow for such earn- 
ings as would fully justify present 
price levels of the stock, very pos- 
sibly permit of higher levels. Our 
suggestion would be to retain your 
present holdings of this issue. 





Philip Morris & Co., Ltd., Inc. 


In view of its continued advances when 
other cigarette issues have been practically 
static, do you believe Philip Morris may be 
approaching peak levels? For your infor- 
mation, I have 150 shares averaging 47%. 
—W. T.,,.New Orleans, La. 


There are no _ evidences that 
Philip Morris is approaching peak 
levels in sales, earning power, or in 
the market price of its shares. The 
reason why the stock has advanced, 
while the shares of other cigarette 
manufacturers have remained rela- 
tively stable, certainly is not diffi- 
cult to find. Sales for the last fiscal 
year increased 930% approximately, 
over the sales for the fiscal year end- 
ing March, 1933, at about $26,800,- 
000, and $2,600,000 respectively. 
Such an advance cannot entirely be 
attributed to general recovery, al- 
though that may have been a fac- 
tor. The quality of the product 
may have been a factor also, quite 
probably it was. The most impor- 
tant factor, however, is the ability 
of the management in charge of 
sales programs. This is emphasized 
particularly when it is considered 
that Philip Morris maintains the 
retail price of its largest selling 
cigarette at 15 cents a_ package. 
There is no dependable method by 
which one may measure the possi- 
bilities inherent in such able man- 
agement. There has been no reces- 
sion in the upward trend in sales 
volume or in earning power since 
the report covering the fiscal year 
ending March 31. Earnings for the 
six months following that date were 
equal to $3.25 a share on a 25% in- 
crease in the number of shares out- 
standing, compared with $2.15 a 
share for the corresponding period 
in the preceding fiscal year. The 
increase in the outstanding stock 
was effected through the issuance 
of subscription rights of consider- 
able value to stockholders, and by 
the sale of that stock approximately 
$5,000,000 of new capital was raised, 
which is needed to take care of a 





continually expanding volume of 
business. So long as the uptrend 
continues, we see no reason for con- 
cern regarding the market price 
level of the shares. The price level 
to which the shares may attain in 
the future will be limited only by 
the ability of the company to hold 
its gains and continue into the 
future the operating policies which 
have worked so well in the past. 





General Railway Signal Co. 


Would you say General Railway Signal’s 
participation in increased railroad buying ts 
discounted in present prices? Would you 
continue to hold shares purchased at 2644? 
—R. J. W., New York City. 


The 1935 earnings of General 
Railway Signal Co. at $1.75 a share 
resulted from an increase in orders 
filled of more than double the pre- 
ceding year, since a large carry-over 
of unfilled orders was shown at the 
beginning of 1935. At the begin- 
ning of the current year the back- 
log of unfilled orders was compara- 
tively small. As a result operations 
in the first quarter of this year were 
disappointing, but bookings began 
to improve at an accelerated pace 
during the second quarter, and al- 
though a loss still resulted, the bet- 
ter trend together with continuance 
of the improved rate of business 
volume in prospect, gives encourage- 
ment to the hope that the balance 
of the year will show profits to off- 
set the losses of the first half. The 
longer term outlook is much more 
clearly encouraging for this leader 
in the field of signal apparatus, train 
control systems and other railroad 
equipment devices. The railroads 
are meeting the demand for faster 
and more efficient service and in 
order most effectively to carry out 
this program they will need much 
renovation of old equipment, re- 
placement of obsolete equipment 
and installations of new and im- 
proved systems on a large scale. In 
the years before the depression, the 
company displayed strong earning 
power, recording share earnings as 
high as $8.25 in 1929. We do not 
feel, therefore, that it can rightly be 
said that at present price levels the 
shares of this company discount po- 
tential future earning power. Main- 
tenance of your present position 
would seem advisable in view of the 
favorable outlook. 








Hiram Wolker-Gooderham & 
Worts, Ltd. 


Current reports indicate better earnings 
for Hiram Walker and I wonder whether 
present prices reflect this or whether the 
stock will go to new highs. I have 200 shares 
of common—should I hold or sell?—T. A. 
H., Philadelphia, Pa. 

Increase of public purchasing pow- 
er and additional benefits resulting 
from. tariff reductions generally 
seem to be the biggest factors 
involved and largely responsible 
for the improved earnings report 
recently issued by Hiram Walker. 
To the $5.02 a share reported 
for the nine months period end- 
ing May of this year must be 
added the $1.54 a share earned in 
the last quarter, to bring total earn- 
ings for the fiscal year ending Au- 
gust to a share figure which should 
support substantially higher quota- 
tions for the stock. Recently an- 
nounced retirement of $2,000,000 of 
the $8,000,000 issued debentures 
outstanding indicates a strong finan- 
cia] status; and its position in that 
respect, together with its promin- 
ence from a trade standpoint, sug- 
gests that it will likely be able to 
take full advantage of further im- 
provement in conditions. This com- 
pany has a capacity of about 30,- 
000.000 gallons annually in the 
United States, and although it is 
well represented in all types of whis- 
kies, it is rated as the largest pro- 
ducer of gin. The higher priced 
brands of whiskies, such as Imperial 
and Canadian Club are among its 
largest sellers. The margin of earn- 
ings currently over the regular $2 
dividend rate suggests the possibil- 
ity of larger disbursements in the 


future. Retention of holdings at 
present price levels seems fully 
warranted. 
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Woolworth Widens Profit 
Possibilities 
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Woolworth’s early possibilities in 
the stock market. On a guess—in 
the absence of any official informa- 
tion as to how much the new Wool- 
worth pricing policy has lifted profit 
margin, if any—we would say the 
figures of earnings assumed above 
probably are optimistic. 

There is no question of the ability 
of the Woolworth management, the 
active executives in which have ris- 
en through the ranks of an organiza- 
tion notably efficient in attaining a 
high degree of decentralized flexi- 
bility in store operation within the 
limits of a centralized frame-work 
of executive supervision. 

The remarkable stability of the 
profit margin over the past twenty 
years—a period which has seen 
enormous swings in commodity 
prices and in public purchasing 
power, is eloquent tribute to the 
quality of management. So is the 
average level of the profit margin 
that has been maintained in most 
years, for it has been one of the 
highest operating margins in the 
field of chain store enterprise. Like- 
wise, an excellent record has been 
shown in rapidity of inventory turn- 
over. Over the six years 1927-1932 
average turnover of stock was 8.7 
times a year. During the past three 
years it has averaged 7 times, with 
the figure for 1935 being 6.9 times. 
Apparently the recent slowing of 
inventory turnover reflects higher 
priced goods which do not move as 
rapidly as five to twenty-cent mer- 
chandise. 

Woolworth adheres to a policy of 
generous remuneration of top execu- 
tives. The principle is logical, since 
the key executives make or break 
a company. What the precise limits 
of officer remuneration should be for 
necessary maintenance of good man- 
agement is, of course, largely a mat- 
ter of opinion. In 1935, according 
to SEC data made public after 
the management had _ requested 
confidential treatment, eighteen 
Woolworth officials received total 
remuneration of $1,186.053, or equal 
te around 3.7 per cent of the com- 
pany’s earnings; with the three 
ranking executives receiving, re- 


spectively, $309,880, $113,726 and 
$88,743. This represents a large cut, 
for in the years 1928-1932, inclusive, 
the Woolworth president did not get 
less than $637,170 a year—salary 
and bonus—nor more than $752. 
199, the figures having been made 
public by the Federal Trade Com. 
mission. 

Aside from the perennial matter 
of everlasting competition from 
other merchants—some of whom 
are also smart—and that familiar 
bogey, the law of diminishing re- 
turns in chain store expansion, upon 
which Woolworth will forever have 
to keep its eye, about the only im- 
mediate possibilities of grief that 
we can see in this situation are the 
punitive chain store taxes in some 
populous states and the uncertain 
workings of the Robinson-Patman 
law as affecting the company’s buy- 
ing policies. 

Thus far there is scant reason to 
fear that these special taxes will 
have more than a minor effect upon 
Woolworth earnings, for in only one 
state imposing such taxes—Cali- 
fornia—does the company have as 
many as 100 stores. The majority 
of its stores are in states without 
special chain store taxation, with 
the greatest single concentration in 
New York State, with 225 stores. 


As for the possible effect of the 
Robinson-Patman law on the com- 
pany’s buying technique, it would 
take a Philadelphia lawyer to figure 
that out, and the conclusion would 
still be subject to the ultimate re- 
view of the courts. 


Capitalization is simple, consisting 
merely of 9,750,000 shares of stock, 
preceded only by purchase money 
mortgages totalling less than $1,000,- 
000. Financial position is impreg- 
nable, with working capital of $56,- 
717,000, according to the latest 
balance sheet, and cash to the 
amount of $21,771,000. 


Woolworth at 61 is in line with 
the better grade merchandising 
stocks. The income return is safe, 
relatively good and is most likely 
to be sweetened by a larger dividend 
distribution before the end of the 
year. The potential benefits of the 
new policy of handling higher priced 
merchandise — though unmeasure- 
able today and not predictable for 
the future—certainly tend to in- 
crease the chances of price apprecia- 
tion in the equity. 
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Two Refractory Makers 
Compared 





(Continued from page 107) 


the full year’s dividend up to these 
figures would mean a yield of about 
4 per cent in the case of the larger 
company and about 5 per cent in 
the case of General Refractories. In 
these days, when investment money 
is a glut on the market, such a re- 
turn must be considered satisfac- 
tory. 

It is curious how much cheaper 
statistically are the stocks of the 
refractory companies than the stocks 
of the steel companies on which they 
mainly depend. There are many 
steel companies on whose preferred 
stocks there are still large accumu- 
lations of dividends which must 
either be paid, or cleared away 
through recapitalization, before any- 
thing can be distributed to the hold- 
ers of the common. Yet the com- 
mon stocks of these same steel com- 
panies are selling, in some instances, 
not far from double the level at 
which the stocks of the two prin- 
cipal refractory companies may be 
bought. Of course, the steel stocks 
are discounting an admittedly bright 
prospect and the discounting is 
being done with an eye on the earn- 
ings of 1928 and 1929, but possibly 
without due regard for lower steel 
prices and the great increase in costs 
that has taken place since those 
years. On the other hand, the re- 
fractory companies also have a 
bright prospect that they are en- 
titled to discount to some extent; 
moreover, although they cannot 
point to earnings of twenty dollars 
or more a share in the past boom, 
they can point to substantial profits 
in those years and to a depression 
record which, grim though it was at 
the worst, nevertheless was better 
than that of the majority of steel 
companies. 

Under present conditions, both 
Harbison-Walker and General Re- 
fractories are conservatively capi- 
talized and in possession of ade- 
quate liquid resources. At the end 
of last year, the capitalization of the 
former consisted solely of 1,380,000 
shares of common stock, senior to 
which there was $3,000,000 in pre- 
ferred stock of $100 par value: there 
are no outstanding bonds. General 
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ee Range Price Range 
—~——~ Recent - Recent 

Name and Dividend High Low Price Name and Dividend vi Low pices 
Alum Co. of Amer........... 152 87 127%, Gulf Oil of Pa. (1.00)........ 104%, 72 0 
Amer. Cyanamid B (.60)...... 40%, 29% 364% Hall Lamp (*.20).... ......- 8% 512 5% 
Amer. Gas & Elec. (1.40)... 47% 33% 41% ‘Hudson Bay M. &S.(1)...... 30% 22% 29 
Amer. Lt. & Tr. (1.20)....... 251%, 173 23%, Humble Oil ( ree 6! 57 66 
Atlas Gorm. €°:00).........20.6% 1644, 113% 15 Imperial Oil (+.50)........... 24% 20 22° 
Bower —" Bearing (*1.50)... 31 201 291 ron Fireman (1). .......--+-+ 31%Q 23% 26% 
| RRS SAS ry aa 143 TH, 13 Jones & Laughlin ........... 80 30 79 
Cities Totes bot ita aictainava.vivie'eis 73 3 4%, Lake Shore Mines (4).......- 60 51 545% 
Cities Service Pld ........... 66 41, 54 Mueller Brass (.80)....... . 46 234% 43 
Colum. G. & E. cv. Pfd. (5)... 116% 93 102 National Sugar Ref. (2) 3014 23 26% 
Commonwealth Edison (4) Reads 117 97 1093/4 New Jersey Zinc (t2) 924% 69" 1912 

‘compo Shoe (.50) ......... 16 1%, 14% Newmont Mining (11.75)..... 101%, 74% 
Consol Gas | Balt. (3. ae 94144 84 89%, Niagara Hudson Power....... 17%, 1% 16, 
Creole Petroleum (*.25) ..... 344%, 19% 27%, Niles-Bement-Pond (*1.00).. 50 2814 47’ 
Doehler Die Casting (*.50).. 36 273%, +35% Pan-Amer. Airways a) 664%, 453%, 55 
Elec. Bond & Share...... .... 27 15%, 2414 Pepperel Mfg. (6). . 114% 33 113 
Elec Bond & Share Pfd. tan: 881 144, 83 Pitts. Pl. Glass ({2)..... 40, 9814 129 
Ex-Cell-O A. & T. (1.60 23% 144%, 20% Sherwin-Williams (4). .. a 7 134 
— Enamel (*1.00)......... 401 283%, 38 South Penn Oil (f1'4)......- 40) 3214 40, 

Mot. of Can. "A" (%.75) 28% 19 2 United Shoe Mach. (72.50)... 94% 83 93% 
wean 6% 13% 14 ; 
Gene ra lee fe: > er bo 7 15 8 t Annual rate not including extras. * Paid this year. 
~~ 
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i ree 691/ 124 Jersey Central Pwr. & u. . "7 See 100% 102 

eee et a PR ee 27 ‘ 291% Kansas Gas & Electric Pfd. (7)....... 113% 115 
Climax Molybdenum (.80).......... 38%, 39%, Kings Co. Ltg. Pfd. rt LETS 96 98 
Columbia Broadcasting ‘'A'’ (2)..... 5714 5383 Long Island Ltg. Pfd. (7).........-- 90 92 
Crowell Publishing Co. (*2)......... 54%, 56% Nebraska Power Pfd.(7). ......... 112 ie 
Dictaphone Corp. (*2.75).......... 6012 6314 New Jersey Pwr. & Lt. Pfd. (6) Wernsies 105, 107, 
Draper Corp. as ee 85 88 Nor. States Pwr. Pfd. (7). eg 94% 
Le Sk ere 27 29 Pacific Power & Light Pfg. (7). Rees sins 8414 86% 
National Comvet (3). ....0.5.5.0:00660055 45% 14814 Tennessee Elec. Power Pfd. (6)...... 6814 69% 
Northwestern Yeast (8)............ 9214 9512 Tennessee Electric te Pfd. o:. 16'% 7714 
Ce Ge rer 48 49 Texas Power & Light Pfd. (7). . | 110% ,112. 
Singer Mfg. Co. (+13.50).......... 385 389 Utica Gas & Elec. Pfd. a. Be cmmce.gugibis 100 310114 
Trico Products (2.50).............. = = 
Wilcox & Gibbs (1)............... TELEPHONE & TELEGRAPH 

UBLIC UTILITIES American Dist. Tel., N. J. (4).....-- 12814 13114 

“ 4 Mountain States Tel. & Tel. (8)...... 143 151 

Alabama Power Pfd. (7). ....-..... 82 84 Northwestern Bell Pfd. (6.50)....... 1100114 
Carolina Power & Light Pfd. (7). 95'2 97' Peninsular Any 00 (1) ego 3d, cae 27 28 
og ly ah hy ” eee ee) ee 
peered Rewer Pid. aes 10614 10714 t Ex. se * Paid this year. t Includes extras. 


=———— —S 




















HIGH GRADE BONDS 
FOR INVESTMENT 
RAILROAD + PUBLIC UTILITY + INDUSTRIAL 


EMANUEL & Co. 


MEMBERS 
NEW YORK STOCK EXCHANGE NEW YORK CURB EXCHANGE 


50 PINE STREET, NEW YORK 
TELEPHONE JOHN 4-1400 


GULF BUILDING THE WALDORF-ASTORIA 6 THROGMORTON ST. 
PITTSBURGH NEW YORK LONDON 





























121 











Refractories has outstanding 454,- 
281 shares of common stock, ahead 
of which as of December 31, 1935, 
there was a funded debt of $3,000,- 
000. Owing to sinking fund retire- 
ments, this debt has now been re- 
duced to $2,700,000. 

Any investment choice that there 
may be between the stocks of the 
two companies appears to rest large- 
ly on opinion. Harbison-Walker has 
the largest number of shares out- 
standing and it is usually true that 
when there are two companies in 
the same field the one with the 
smaller share capitalization shows 
faster appreciation in per share 
earnings during a time of business 
recovery. This has been true so far 
of the refractory companies and may 
well continue so. On the other 
hand, the larger organization is 
probably somewhat the more solid. 
Virtually the choice between Harbi- 
son-Walker and General Refrac- 
tories is the choice between General 
Electric and Westinghouse, between 
National Biscuit and Loose-Wiles, 
or between Corn Products Refining 
and Penick & Ford. Like these 
others, the two refractory compa- 
nies are swept along by the same 
currents; under present conditions 
both are progressing fast and, so 
Jong as their business and _ profits 
grow as expected, slightly larger 
strides on the part of one or the 
other should not be a matter of any 
great importance. 





The Rails Adopt Motor 
Trucking 





(Continued from page 99) 


trucks with their rail facilities. 
While $600,000 was mentioned for 
the initially planned expansions, the 
ultimate costs for a complete and 
comprehensive truck system was giv- 
en as approximately $6,000,000. The 
proposal embraces an area bounded 
on the east by Chicago, on the south 
by Kansas City, on the west by 
Denver and on the north by Du- 
luth. The carriers stated that when- 
ever the proposed highway system 
extended to the territory of other 
railroads such rail carriers would be 
offered the privilege of participating 
in the venture. Nevertheless, the C. 
M. St. P. & P. has opposed it vigor- 
ously, terming it “little more than 


an arrangement by which it would 
contribute to the capital costs, 
operation and transportation costs, 
bear its proportion of taxes, of de- 
preciation and losses, if any, of a 
highway competitor.” On the other 
hand it is obvious that the railroads’ 
objective in such acquisitions is 
simply to move the goods, whether 
by rail or truck. 


It must be remembered that in 
addition to the roads already men- 
tioned, all the roads in the West and 
South have for some time been per- 
mitted to perform store-door pick- 
ups and deliveries on L.C.L. freight, 
and that the I. C. C. now is ponder- 
ing whether the Eastern roads 
should be granted the same permis- 
sion. Moreover, the I. C. C., in an 
effort to speed the integration of 
rail and truck, has granted railroads 
temporary permission to substitute 
trucks for rail on L.C.L. traffic be- 
tween stations, at the rates cur- 
rently published for the rail move- 
ment. This permission does not, 
however, resolve the question as to 
whether a common carrier may law- 
fully extend its service to a locality 
it does not reach with its own facili- 
ties, either rail or truck. 

Since all acquisitions of truck 
lines must be approved by the I. C. 
C., the Commission’s words of a few 
days ago anent the Pennsylvania’s 
application to take over the Barker 
Motor Freight, Inc., of Ohio, are 
highly significant. In the first place, 
the Commission rejected the appli- 
cation because the Pennsylvania 
was making the purchase through 
a holding company, the American 
Contract and Trust Co., which 
in turn controls the Pennsylvania 
Truck Lines, Inc. At the same 
time the Commission stated that 
even if the acquisition is ef- 
fected in the manner it desires, it 
will still refuse to approve the deal 
unless the services to be performed 
by the trucking company after ac- 
quisition are clearly auxiliary and 
supplementary to that of the rail- 
road and in territory parallel and 
adjacent to its rail lines. If this 
decision be accepted as a guide to 
future decisions of the I. C. C. it 
would seem that there are definite 
limits to an invasion of the trucking 
field by the railroads. However, its 
a bit too early for any such conclu- 
sions because the Commission has 
upon occasion reversed itself and 
modified previous positions. 


The I. C. C. is obliged to see that 
such acquisitions promote the pub- 
lic interest and do not unduly re. 
strain competition. It must consid- 
er the future of trucks, railroads and 


the public. Of course, independent 
truckers and competing railroads do 
their best to refute the applying 
carrier’s contention. Lately truck- 
ers have argued that railroads are 
working “squeeze plays” on them 
by acquiring strategic highway 
operations. 

The railroads, incidentally, are 
not allowing truck operators much 
peace. When truckers apply to the 
I. C. C. for approval of new rate 
schedules or certificates to institute 
new highway services, the railroads 
have been quick to shoot at weak 
points in the applicant’s armor. 
Often the railroads are joined by 
other trucking companies. Thus, 
trucks fight trucks, railroads fight 
railroads, railroads fight trucks, 
railroads and trucks fight other 
railroads, and railroads and _ trucks 
fight other trucks. It all de- 
pends upon what is at issue. It will 
take a lot more sparring and deci- 
sions before one will be able to ven- 
ture any definite forecasts. Mean- 
while, both railroads and trucks will 
continue to have “private transpor- 
tation” as a problem. Two million 
trucks were owner-operated in 1934. 
The figure is higher today. They 
deprive both common carrier trucks 
and railroads of traffic. 

Previous to this period of acceler- 
ated truck acquisitions several of 
the large railroads affiliated them- 
selves with organizations compet- 
ing with and using trucks. That is, 
they allied themselves financially 
and otherwise with the larger car- 
loading companies. These latter 
companies collect by truck numer- 
ous L.C.L. shipments, concentrate 
them at key points, load them into 
cars destined to a central unloading 
point, and then distribute the ship- 
ments by truck to their various con- 
signees. The New York Central is 
interested in the United States 
Freight Co., which in turn owns the 
Universal Carloading and Distribut- 
ing Co. The Van Sweringens are 
interested in the National Carload- 
ing Co. Through these companies 
the railroads are getting into truck- 
ing through the back door. 

The I. C. C. now has under in- 
vestigation the relationship of rail- 
roads with both carloading compa- 
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nies and trucking companies. Even 
if the facts it unearths are not made 
public, the investigations are bound 
to influence the many complex and 
unusually important decisions which 
the Commission must make during 
the next year or so. 

There is no doubt the railroads 
left to themselves would gobble up 
most of the juicy trucking plums. 
The chief question now is how far 
the I. C. C. will let them go. The 
rail carriers seem willing to go just 
as far as the Commission will per- 
mit. This makes the immediate 
future unusually interesting and of 
the greatest significance to railroads, 
trucks and investors. 

The rail carriers may yet find 
themselves adopting General Atter- 
bury’s observation that the railroad 
right of ways might some day be 
converted into high-speed toll high- 
ways. But many things must first 
take place before anything like that 
can happen, even on a limited scale. 





Pioneers in Rising Industries 





(Continued from page 84) 


capitalization, there being no funded 
debt, preferred stock or _ bank 
loans. One of the outstanding fea- 
tures of the company is the fact 
that on a gross business of $6,346,- 
905, the company showed an operat- 
ing profit of nearly $4,000,000 and 
a net profit after depletion, deprecia- 
tion and taxes of $3,227,767, or 
about 50 per cent. Yet the company 
has steadily reduced the price of its 
product. 

Last year net was equal to $1.24 
a share on the capital stock, some 
50 per cent in excess of the present 
80-cent annual dividend. Although 
current reports are not available, it 
is a safe assumption that earnings 
have shown a further substantial 
gain. Capacity operations have 
necessitated an outlay of $2,600,000 
for new mill facilities which will 
more than double the company’s 
output. The shares are quoted over- 
the-counter and are selling in the 
neighborhood of 38-40, a market ap- 
praisal which can be justified on the 
grounds of the company’s strategic 
position in a new industry of dyna- 
mic possibilities. A considerable 


portion of the outstanding stock is 
still owned by interests identified 
with the management. 
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Reynolds Metals in Building 


Reynolds Metals is the world’s 
largest manufacturer of metal foil 
from tin and lead and for some years 
the company has supplied the big- 
gest portion of the tobacco industry’s 
requirements. In recent years, the 
company has had to meet increasing 
competition in the form of new types 
of package wrappers, but undis- 
mayed by this trend of events the 
management has by dint of skillful 
research and co-operative sales ef- 
forts enabled the company not only 
to hold its own but to broaden its 
scope into promising new fields. By 
demonstrating superior wrapping 
qualities for metal foil the company 
has added to its list many new cus- 
tomers which had heretofore used 
other types of containers and wrap- 
pers. Among users of metal foil may 
shortly be numbered leading dairy 
and drug companies. Of even greater 
potential importance than the com- 
pany’s success in its original fields, 
are the possibilities resulting from 
its entry in the field of building 
supplies—a new development which 
has been timed to give the full ad- 
vantage of the revival in home and 
building construction. A subsidiary, 
the Reynolds Corp., owned jointly 
by Reynolds Metals and U. S. Foil, 
has developed the insulating prop- 
erties of metal foil for use in homes 
and buildings, this new material pro- 
viding the insulating resistance of a 
20-inch concrete wall. The company 
also developed Metalumber of ce- 
ment and gypsum in a shell of gal- 
vanized steel. Following on the 
heels of these developments, the 
company acquired companies manu- 
facturing plumbing supplies, ther- 
mostats, air conditioning and heat- 
ing equipment to the extent that 
Reynolds can now supply 80 per 
cent of the material used in the 
construction of the average home. 
Working directly through architects 
and builders, the Reynolds Corp. has 
already sold a large quantity of 
building materials and has _ con- 
tracted for more than 7,000 houses, 
most of which will be built this year. 

Reynolds Metals had a good de- 
pression record. Profits were shown 
in every year and dividends were 
paid without interruption. Heavy 
development costs have had the 
effect of retarding late earnings 
somewhat, but in the first nine 
months of the current year, profits 
showed a sharp upturn, net of $1,- 


557,773 comparing with $828,367 in 


the same period a year ago. After 
allowance for dividends on 50,000 
shares of 54% per cent preferred 
stock, net in the first three quarters 
of this year was equivalent to $1.41] 
a share on the 960,322 shares of 
common, as against 86 cents last 
year. While the present dividend 
of $1 is probably the most that can 
be expected for the present, the 
possibilities for speculative profits 
through the medium of the com- 
mon stock are inviting, and evidence 
of increasing momentum in the re- 
vival of building might well move 
the shares up substantially from 
prevailing levels around 26. 


Eastman Kodak, Hardy Pioneer 


The pioneering activities of East-. 
man Kodak in the manufacture and 
perfection of cameras and _ photo- 
graphic supplies are doubtless so welk 
known that they require no reitera- 
tion here. Suffice it to say, there- 
fore, that although the company has. 
met increasing competition in its 
field, it continues to be the dominant 
unit with world wide influence. 
What is perhaps not so well known, 
however, is that Eastman Kodak. 
has become an important factor in 
several lines identified with the 
chemical industry. 

The Tennessee Eastman Corp., a. 
subsidiary in which the company 
has concentrated most of its chem- 
ical activities has expanded rapidly 
since it was formed about twelve 
years ago and present capacity is 
being taxed. The number of em- 
ployes at the Tennessee Eastman 
plants is now second only to those: 
in the main plant in Rochester. 
Cellulose acetate, which is produced 
at this plant, is used chiefly by the 
company in the manufacture of film 
base, transparent sheets and safety 
glass. In addition, however, the 
company has become an important 
factor in the rayon industry through 
the manufacture of cellulose acetate 
yarn. The company makes only the 
yarn and of late it has been adver- 
tised on a national scale and further 
promotion is planned as soon as 
facilities are enlarged to permit in~ 
creased production. A plastic ma- 
terial known as Tenite has also been 
perfected. The field of plastics, 
although intensely developed in re- 
cent years by various companies, 
is credited with having vast pos- 
sibilities, only a comparatively few 
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of which have as yet been brought 
to the profitable commercial stage. 
Although Eastman is still depend- 
ent upon the sale of cameras, film 
and kindred supplies for the major 
portion of its earnings, the point of 
the foregoing is that the manage- 
ment is alive to the possibilities of 
new fields and is not neglecting 
them. This, of course, is an im- 
portant element of corporate prac- 
tice from the standpoint of the 
investor. Earnings this year have 
recorded a fair gain, with net in the 
first twenty-four weeks in increasing 
more than $1,000,000, to show the 
equivalent of $3.51 a share on the 
9,250,921 shares of common, after 
preferred dividends. Last year in 
the corresponding weeks, the com- 
mon earned $3.05 a share. Business 
abroad has been particularly active 
for the company this year and the 
probabilities are that for the full 
year per-share earnings for the com- 
mon will approximate $8 a share. 
A strong financial position permits 
the maintenance of a liberal pol- 
icy, the company normally pay- 
ing out about 75 per cent of its 
profits. Thus the present $5 rate on 
the common should continue to be 
augmented by regular extras. The 
shares of Eastman Kodak combine 
inherent investment strength with 
possibilities for further price appre- 
ciation and larger income return. 





Farm Income Guaranteed 





(Continued from page 93) 


two years average gross farm income. 

Can we now be less generous and 
build up the desired purchasing 
power? Can we almost double farm 
income, more than double net in- 
come and earn a national profit 
through a proportionately increased 
volume of other business? We know 
the burden of the processing taxes 
was evoking cries of pain and re- 
sistance was increasing when the 
AAA was declared  unconstitu- 
tional. 

The benefit to non-farm popula- 
tion can only come about through 
increased demand for industrial 
production, making more urban 
employment, for example, farm 


equipment sales are reported as 
25% above those of 12 months ago. 
In turn, we would hope for increas- 
ing demand for more farm produce, 
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BOOKS... 


for the Business Man 





THE NINE OLD MEN 


Drew Pearson and 


Robert S. Allen $2.50 


The authors of THE WASHINGTON 
MERRY-GO-ROUND in this new book do 


& 


| 
| 
| 


for the Supreme Court what they did in | 


that best-seller on Washington officialdom, 
Congress, society, and the diplomatic corps. 
In the style for which they have become 
famous, they throw a revealing spotlight on 
the Court, its unknown history and _ back- 
ground, and the personalities and foibles of 
the present justices. 


They show how the | 


Court in its 147 years of existence has risen | 


from a few dingy rooms and an insignificant 
status to a great marble edifice and the most 
powerful branch of the Government. 


The biographies and character sketches are 
deftly drawn and illuminating as well as 
amusing. The book is as daring and revealing 
a picture of the Court, its personalities and 
functions as has ever appeared in print. 


THE ART OF 
CONVERSATION 
Milton Wright 


So that you may learn how to talk to the 
best advantage in any situation, whether in 


| Julius Sinker, C.P.A. 


$2.50 | 


business or social life, Milton Wright, author | 


of GETTING ALONG WITH PEOPLE, 
has written his latest book THE ART OF 
CONVERSATION. He shows you — not 
merely tells you, but shows you—how to 
start a conversation, how to keep it going, 


how to direct it the way you want it to go, | 





! 





how to make precisely the impression you 
want to make and get exactly the result 
you want. 


The book is firmly grounded in psychology 
and is written in a clear and entertaining 
style. Its importance is obvious, for, al- 
though a person may have a great deal of 
knowledge, that knowledge is useless unless 
he has the ability to express himself. If you 
are among those who would like to win an 
argument, a friend, a job, or a sale—and 
who isn’t—read this book by all means. 


MINIMIZING 


SECURITIES TAXES 
$1.00 


That excellent and indispensable book, YOUR 
SECURITIES AND FEDERAL TAXES, 
has now been cut down and _ simplified 
greatly for the edification of the average 
investor, and has as well acquired a new and 
meaningful title. In compact form, it 
answers every tax problem which the aver- 
age investor is likely to encounter, and in 
such clear and concise fashion that the com- 
plex wordage of tax legislation becomes 
easily understandable. 

The new chapters enlarge on taxes on un- 
divided profits and contain a list of tax- 
exempt securities with typical examples and 
a table of yields. Finally, it shows you how 
to analyze your own tax position and gives 
specific advice on what to do before this 
year is over. For everyone who has money 
invested in the stock market this book is 
invaluable, particularly in view of the new 
tax laws effective in 1937. 
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better living, and so start an ascend- 
ing spiral as between city and 
country. The goal sought is a farm 
dollar of purchasing power equal 
to that of the non-farm dollar. 

Taking the years 1910 to 1935 
inclusive, this ratio averaged over 
the twenty-six years just under 
93%, but this period includes the 
abnormal war and post-war years 
as well as the parity period of 1910- 
1914, so that a like average of so- 
called normal years would show a 
smaller ratio, which we are prepar- 
ing to adjust more nearly to parity. 

Our prime present difficulty is 
that we have no adequate vardstick 
as to the cost of taking out of non- 
farm income such sum as would 
bring farm income up to a parity 
with non-farm income so decreased. 
We cannot take depression figures 
as furnishing us a guide. 

However, it should be appreciated 
that in this all-too intricate prob- 
lem of balance between city and 
country, there is inextricably bound 
up the continued existence of world 
civilization. for it lies at the bot- 
tom of all collectivist movement 
throughout the world. Hitler covets 
the Ukraine—to keep German fac- 
tories going. We study crop insur- 
ance—to keep our factories going. 





Significant Foreign Events 





(Continued from page 91) 


the value of 5 per cent of their 
holdings. The loan is expected to 
yield about 15 thousand million lire, 
and will finance Abyssinian devel- 
opment as well as the Italian pro- 
gram at home. As a final resort, 
the government is obliging holders 
of foreign investments to exchange 
these for state bonds, and thus ob- 
tains a further supply of negotiable 
foreign exchange. With these new 
elements of strength, Mussolini is 
able to hold off foreign negotiators 
until, as in the case of France, his 
terms are accepted, and the credi- 
tor nation agrees to establish a 
clearing agreement whereby Italy is 
assured the favorable balance of 
trade between the two contracting 
parties, in order that the long-due 
payments on old commercial debts 
may be met out of the foreign ex- 
change accruing from this favorable 
balance. 

The French accord with Italy, 


signed last August 11, provides a 
large number of quotas which are 
now probably to be revised due to 
the lire and franc devaluation. As 
in the case of France, Italy hopes 
that the lower value of her money 
will encourage foreign buyers, and 
to stimulate trade a whole series 
of bothersome duties have been 
abolished, including the 15 per cent 
ad valorem import duty on many 
raw materials which, once admitted, 
will serve to feed the hungry and 
half- starved machines which in 
many industries have not worked 
at capacity since sanctionist days. 
Another concession which favors 
trade and at the same time advances 
the position of home industry is 
the abolition of the 10 per cent duty 
on coal and coke. Prices are not 
to be permitted to go up. Salaries 
have risen somewhat, but are now 
to be stabilized. Costs, therefore, 
are to be held down. The only ob- 
stacle to the free flow of commerce 
remains the unpaid commercial 
debts . . . the old pre-sanctionist 
credits. France is to be paid off at 
a rate dependent upon her buying 
from Italv, for 10 per cent of the 
proceeds from Italian sales in France 
are to be used to meet the old 
debts. Other countries are jockey- 
ing for position. When some credi- 
tor nations undertook to hold up 
payments for Italian merchandise 
in order to apply these payments 
to the liquidation of the old Italian 
debts, Italy replied by forbidding 
exports to former sanctionist coun- 
tries unless the goods were paid for 
before shipment or through letters 
of credit. Thus it needs more than 
devaluation to start the wheels 
turning again. 





Understanding Today's Mar- 
ket Fluctuations 





(Continued from page 105) 


3 per cent. Since October 1, how- 
ever, a similar study of relative price 
and volume movements appears to 
favor a commitment in U. S. Steel 
rather than Bethlehem. A _ short- 
term trader using charts as an aid 
to speculation would probably have 
switched his Bethlehem to U. S. 
Steel during the week ended Octo- 
ber 17, if he had used the same 
methods we have outlined in this 
article. 





What the New Deal's Con. 
tinuance Means to Business 





(Continued from page 75) 


made workable and if it is not to 
grow into a fiscal nightmare. 
Whether such modification — will 
lower the Social Security taxes on 
wages and payrolls and even par- 
tially approach a pay-as-we-go sys- 
tem remains to be seen and is some- 
what to be doubted, for Mr. Roose- 
velt does not like to concede major 
error. 

The financial controls reposing in 
the Federal Reserve Board, the 
SEC and the FDIC have met 
with popular approval — although 
their longer wisdom will not be 
tested until the next depression 
comes along—and these powers are 
more likely to be somewhat tight- 
ened or extended than to be relaxed. 
Some degree of Federal regulation 
of investment trusts is on the cards. 

The Government’s utility policy, 
which recently has appeared to lean 
toward the conciliatory side, is likely 
to undergo a somewhat slow clarifi- 
cation in which the courts, the Ad- 
ministration and Congress will each 
have a part. 

There remain two matters on 
which rational forecast is impos- 
sible: the effect upon governmental 
policies of a general European war; 
and the consequences of Supreme 
Court decisions adverse to the New 
Deal on the Wagner Labor Rela- 
tions law, the Utility Holding Com- 
pany law and even possibly on the 
Securities and Exchange law and the 
Social Security law. 

In the event of a further Supreme 
Court “wash-out” of the New Deal 
on all or even a majority of these 
laws we may be confronted with 
political dynamite. 

Under Roosevelt we have had a 
great economic revival, partly 
natural, partly artificial. However 
disappointed the majority of busi- 
ness men may be at the outcome of 
the election, they will not sulk in 
their tents. Temporary relapse 
from the present advanced position 
is possible, but can not last long. 
Probably the hardest task Roose- 
velt will face in the next four years 
will be that of controlling a boom. 
No previous Administration has 
ever turned the trick. 
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Dear Readers— 


1957 will be bigger, more rich in accomplishment, more gainful 
for those who participate in its opportunities than any since 
1950 — and may possibly exceed 1928-29. 


Throughout this period The Newer Magazine of Wall Street can 

be your most profitable investment tool. And — it not only 

gives you an investment magazine, but » and 
» all under one cover. 





In its new format, it will be alive, timely, accurate and au- 
thoritative as always. It will give you a complete presenta- 
tion of facts and figures, more interestingly, more pictorial- 


ly and graphically than before — with text high-lighted and 
terse. 


— Take Advantage of This Special Introductory Offer 





At this time only, when introducing our newer publication, we 
are making this special offer to apply on both new and renewal 
subscriptions — 


1. The Magazine of Wall Street, 1 year 26 issues $7.50 


2. A full year of our monthly Adjustable Stock 
Ratings of all leading common and preferred 
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5. Confidential Inquiry Privileges by mail or by 
wire (as many as three at a time) .reccescees 





Regular List Price $10 ..ccccccsscee Now Only $8.00 


As this offer will be withdrawn November 21st, and will not be 
repeated, I urge you to act today. 


Cordially yours 


4 Man 


John A. Hamilton 
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Italy the opportunity to supply 
arms under cover to the Rebels, 
while it prevented a politically dis- 
turbed France and a remote Russia 
from coming to the active assistance 
of the popular front government in 
Spain in a vital way. It was then 
that Portugal, seeing the way in 
which the wind blew, decided to 
cast her fortunes on the side of Italy. 

England then resorted to her 
traditional financial diplomacy to 
weaken her opponent. But the 
devaluation by the gold bloc and 
the stabilization agreement among 
the United States, France and 
England did not bring the desired 
results. It did not leave Italy out 
on the expected limb. Instead of 
weakening her position, which would 
naturally result from a currency 
devaluation in her present economic 
state, Italy promptly devalued, for, 
unlike Germany, who must suffer in 
monetary isolation because of her 
lack of gold, Mussolini felt that back 
of him was the resources of the 
Catholic Church—in gold which had 
not depreciated. 

Then England, with things look- 
ing black in Spain, once more re- 
sorted to the League of Nations. 
Here she permitted the Commission 
to white-wash both Italy and Ger- 
many on the charges that they were 
actively supporting the Rebels in 
Spain. The League mutely agreed 


to permit this under-cover warfare 
to continue rather than find evi- 
dence which would have resulted in 
having the war between England and 
Italy come out into the open, 
with the possibility of world war. 
England, at the moment, is not in 
a position to defend her far-flung 
possessions. She resorts to the 
League to keep the conflict within 
bounds. 

And now, expecting success in 
Spain, Italy and Germany are mov- 
ing to legalize the Rebel government 
while Portugal has deserted the 
British cause by severing her diplo- 
matic relations with the present 
Spanish government. Another Ital- 
ian diplomatic victory! 

England is momentarily accepting 
humiliation and defeat while fever- 
ishly playing for time in order to 
prepare for the ultimate outbreak. 
Already across the Channel she faces 
a Belgium under the influence of 
Mussolini and a weakened France. 
That is why she permitted Italy to 
seize the Balearic Islands. That is 
why she has sat by while Italy made 
Spanish Africa virtually her own. 
Temporarily Italy is in the ascend- 
ency. Mussolini has her check- 
mated. In his speech at Milan on 
November first he warned both 
England and France that he would 
not be dislodged from his new posi- 
tions in the Mediterranean regard- 
less of the results in Spain. So sure 
is he of himself that he advocates 
not only abandoning the League of 
Nations but tells the countries of 
Europe that Italy is the axis around 
which they should revolve if they 
desire peace. 





IN THE NEXT 


ISSUE 


A Seller's Market in Raw Materials 


World surpluses decreasing—Higher prices in prospect hand-to-mouth 
buying gives way to forward buying. 


BY J. C. CLIFFORD 





What to Expect from the New Congress 


With the election out of the way business turns its attention to the new 
Congress and what it can mean to new legislation and repeal and re- 
vision of the old. 

BY THEODORE M. KNAPPEN 
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SHIP, MANAGEMENT, CIRCULA. 

TION, ETC., REQUIRED BY 

THE ACTS OF CONGRESS OF 

AUGUST 24, 1912, AND MARCH 
3, 1933 


Of THe Macazine or Watt Street and Businesy 
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State of New York | 
County of New York § 5°: 

Before me, a Notary Public in and for the 
State and county aforesaid, personally appeared 
E. Kenneth Burger, who. having been duly sworn 
according to law, deposes and says that he is 
the Managing Editor of Taz MaGazine or Wat 
Sreert and Business ANa.yst and that the fol- 
lowing is, to the best of his knowledge and belief, 
a true statement of the ownership, management 
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lisher, editor, managing editor, and business 
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New York, N. 
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Managing Editor—E, Kenneth Burger, 90 Broad 
Street, New York, N. Y. 
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cern, its name and address, as well as those of 
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gages, or other securities are: (If there are none, 


80 state.) 
Cecelia G. Wyckoff (bondholder), 90 Broad 
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